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October 15, 2014

Honorable President and

Members of the Board of Education
Fredon Township School District
County of Sussex, New Jersey

Dear Board Members:

The comprehensive annual financial report of the Fradon Township School District for the fiscal year ended June
30, 2014, is hereby submitted. Responsibility for both the accuracy of the data and completeness and falmess of
the presentation, including all disclosures, rests with the management of the Board of Education (Board), to the
best of our knowledge and belief, the data presented in this report is accurate in all material aspects and is
reported in @ manner designed to present fairly the financial position and resuits of operations of the various
funds and account groups of the District. All disclosures necessary to enable the reader fo gain an understanding
of the Disfrict’s financial activities have been included.

The comprehensive annual financial report is four sections: introductory, financial, statistical, and single audit.
The introductory section includes this transmittal letter, the District's organizational chart and a list of principal
officials. The financial section includes the general purpose financial statements and schedules, as well as the
auditor's report thereon. The statistical section includes selected financial and demographic information,
generally presented on a mulii-year basis. This District is required to undergo an annual single audit in
conformity with the provisions of the Single Audit Action of 1998, and the U.S, Office of Management and Budget
Circular A-133, “Audits of State and Local Governments” and the State Treasury Circular Letter 04-04 OMB,
“Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid Payments”, Information related
to this single audit, including the auditor's report on the internal control structure and compliance with applicable
laws and regulations and findings and recommendations, are.included in the single audit section of this report.

1) REPORTING ENTITY AND |TS SERVICES: Fredon Township School District is an independent reporting
entity within the criteria adopted by the GASB as established by NCGA Statement No. 3. All funds and account
groups of the District are included in this report. The Fredon Township Board of Education and its school
constitute the District’s reporting entity. :

The District provides a full range of educational services appropriate to grade levels K through 6. These included
regular as well as special needs education for youngsters. The District completed the 2013-2014 fiscal year with
an enroliment of 280 students. The following detail refiects the changes in the student enroliment of the Fredon
Township School District over the past seven years.




Average Daily Enroliment

Fiscal Year Student Enroliment Percent Change
2004-05 333 7%
2005-08 339 2%
2006-07 333 (2%)
2007-08 337 1%
2008-09 335 1%
2009-10 345 3%
2010-11 334 {3%)
2011-12 323 (3%)
2012-13 326 1%
2013-14 280 (14%)

2) ECONOMIC CONDITION AND OUTLQOK: The Five-Year Comprehensive Long-Range Facility Plan was
completed as per N.J.A.C.6:22-7.1. The District has continued its efforts toward making improvements in the
facility and school grounds. .

As the District looks to the future, there will be several challenges facing it, including the economics of
constrained costs in a small school district. The Fredon District has made several good decisions to improve the
management of its resources over the past years,

3) MAJOR INITIATIVES: The continuing articulation of curriculum between Fredon Township School and the

" three other elementary districts that comprise the Kittatinny Regional 7-12 School District remains a major
initiative into the 2014-2015 school year. The districts will be reviewing their Language Arts and Mathematics
curriculums. Staff training in terms of implementing the curriculum will be provided on a local and regional basis.
The seamless integration of technology into all aspects of the curriculum is another majot initiative and will remain
a major initiative well into the future.  Additionally, exit skills will be developed for representative grade levels.

Fredon Township School District has established a record of success, which became memoriaﬁzed with the
distinguished recognition as a National Blue Ribbon School in October of 2001.

During the 2012-2013 school year, the district implemented several curriculum and programmatic improvements.
The NWEA Measures of Academic Progress are computerized, adaptive tests of Reading and Mathematics.
NWEA tests are currently used by more than 1,000 school districts nationwide and by more than 50% of
Minnesota school districts. The tests are based on a continuous scale, independent of age or grade, allowing us
to tract student growth and performance trends over time. '

4) INTERNAL ACCOUNTING CONTROLS: Management of the District is responsible for establishing and
maintaining an internal control structure designed to ensure that the assets of the District are protected from loss,
theft or misuse and to ensure that adequate accounting data are compiled to allow for the preparation of financial
statements in conformity with generally accepted accounting principles (GAAP). The internal control structure is
designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept of
reasonable assurance recognizes that: (1) the cost of a control should not exceed the benefits likely to be
derived; and (2) the valuation of costs and benefits requires estimates and judgments by management to ensure
compliance with applicable laws and regulations related to those programs. This internal control structure is also
subject to periodic evaluation by the District management.

As part of the District's single audit described earlier, tests are made to determine the adequacy of the internal
contral structure, including that portion related to federal and state financial assistance programs, as well as to
determine that the District has complied with applicable faws and regulations.

5) BUDGETARY CONTROLS: In addition to internal accounting cantrols, the District maintains budgetary
controls. The objective of these budgetary controls is to ensure compliance with legal provisions embodied in the
annual appropriated budget approved by the voters of the municipality. Annual appropriated budgets are adopted
for the general fund and the special revenue fund. Project-length budgets are approved for the capital




improvements accounted for in the capital projects fund. The final budget amount as amended for the fiscal year
is reflected in the financial section.

An encumbrance accounting system is used to record outstanding purchase commitments on a line item basis.
Open encumbrances at year-end are either canceled or are included as reappropriation of fund balance in the
subsequent year. Those amounts to be reappropriated are reported as reservations of fund balance at June 30,
2014,

8) ACCOUNTING SYSTEM AND REPORTS: The District’'s accounting records reflect generally accepted
accounting principles, as promulgated by the Governmental Accounting Standards Board (GASB). The
accounting system of the District is organized on the basis of funds and account groups. These funds and
account groups are explained in “Notes to the Financial Statement”, Note 1.

7) FINANCIAL INFORMATION AT FISCAL YEAR-END: As demonstrated by the various statements and
schedules included in the financial section of this report, the District confinues to meet its responsibility for sound
financial management. The following schedule presents a summary of the general and special revenue funds for
the fiscal year ended June 30, 2014 and the amount and percentage of increase in relation to prior year
revenues.

Percent Increase/ (Decrease)
Revenues: Amount of Total Amount Percent
Local Sources $4,556,686 80.84% $ 97,700 2.19%
State Sources 964,013 17.10% (81,581) -7.80%
Federal Sources 115,710 2.05% 1,160 1.01%
Total: $5.636.402 100.00% $17.279 0.31%

The following schedule presents a summary of general fund and special revenue fund expenditures for the fiscal
year ended June 30, 2014 and the percentage of increases and decreases in relation to prior year amounts.

Percent increasel (Decrease)

Expenditure: Amount of Total Amount Percent
Current Expense: :
Instruction $1,911,858 34.33% $ 263,009 -6.53%
Undistributed $3,159,648 56.74% $ 1310 6.02%
Total $5,071,507 91.08% $ 237,319 0.91%
Capital Outlay $ 81,048 1.46% $ (48,612) -37.48%
Debt Service $ 300,168 5.39% 3 21,391 7.67%
Special Revenue $ 115710 2.08% $§ 1160 1.01%

Total: $5,588.433 100.00% $ 19794 0.36%

DEBT ADMINISTRATIO-N: At June 30, 2013, the District had $4,715,000 in outstanding debt issues for the
school construction project.

0) CASH MANAGEMENT: The investment policy of the District is guided in large part by state statute as detailed
in “Notes to the Financial Statements”. Note 2. The District has adopted a cash management plan, which
requires it fo deposit public funds in public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (GUDPA). GUDPA was enacted in 1970 to protect Governmental
Units from loss of funds on deposit with funds only in public depositories located in New Jersey, where the funds
are secured in accordance with the Act.




10) RISK MANAGEMENT: The Board carries various forms of insurance, including but not limited to general
[iability, hazard and theft insurance on property and contents, and fidelity bonds.

11) OTHER INFORMATION: Independent Audit — State statues require an annual audit by independent certified
public accountants or registered municipal accountants. The Board selected the accounting firm of Ardito &
Company, LLP. [n addition to meeting the requiremenits set forth in state statutes, the audit also was designed to
meet the requirements of the Single Audit Act of 1996 and the related OMB circular A-133 and State Treasury
OMB Circular Letter 04-04. The auditor's report on the general purpose financial statement and combining
individual fund statements and schedules is included in the financia! section of this report. The auditor's reports
related specifically to the single audit are included in the single audit section of this report.

12} ACKNOWLEDGEMENTS: Wea would like to express our appreciation to the members of the Fredon
Township Board for their concern in providing fiscal accountability to the citizens and taxpayers of the school
district and thereby contributing their full support to the development and maintenance of our financial operation.
The preparation of this report could not have been accomplished without the efficient and dedicated services of
our financial and accounting staff.

Respectfully submitted,

Diane Plttenger Dotiia Mosier

Interi Supsrintendent Sohool Bysiness-Adminisfrator/Board Secretary
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ARDITO & CO.,LLP

H1I0 Harrison Street, Suite C Anthony Ardito, CPA, RMA, CMFO, PSA
Erenchtown, New Jersey 08825-1192 ) Douglas R. Williams, CP4, RMA, PSA
908-996-4711 Fax: 908-996-4688

e-mail: anthony@arditoandcompany.com

Independent Auditor's Report

The Honorable President and
Members of the Board of Education
Fredon Township School District
County of Sussex '
Newton, New Jersey 07860

Report on the Financial Statements

We have audited the accompanying financial statements of the government activities, the business-
type activities, each major fund and the apgregate remaining fund information of the Fredon Township
School District Board of Education, as of and for the year ended June 30, 2014, and the related notes
to the financial statements, which collectively comprise the District’s basic financial statements as
listed in the table of contents.

Muanagement’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and mainienance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Qur responsibility is 1o express opinions on fhese financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and audit requirements as
prescribed by the Office of School Finance, Department of Education, State of New Jersey. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error,

-Continued-




In making those risk assessments, the auditor considers infernal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, business-type activities, each major
fund, and the aggregate remaining fund information of the Fredon Township School District Board of
Education, as of June 30, 2014, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in conformity with accounting principles
generatly accepted in the United States of America.

Other Muatters

Required Supplementary Information

Accounting principles generally accepted in the Uniled States of America tequire that the
management’s discussion and analysis and budgetaty comparison information on pages 8 through 8.8
and 39 through 51 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the basic
financial staterments in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements,

We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance,

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Fredon Township School District Board of Education's basic financial
statements. The infroductory section, combining and individual fund financial statements, long-term
debt schedules, statistical section, and schedule of state financial assistance, as required by New
Jersey OMB’s Circular 04-04, Single Audit Policy for Recipients of Federal Grants, State Grants
and State Aid, are presented for purposes of additional analysis and are not a required part of the
basic financial statements.

-Continued-
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The combining and individual fund financial statement information, long-term debt schedules, and the
schedule of state financial assistance, as required by New Jersey OMB’s Circular 04-04, Single Audit
Policy for Recipients of Federal Grants, State Grants and State Aid, are the responsibility of
management and wete derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including compating and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the
United States of America.

Tn our opinion, the combining and individual fund financial statement information, long-term debt
schedules, and schedule of state financial assistance, as required by New Jersey OMB’s Circular 04~
04, Single Audit Policy for Recipients of Federal Grants, State Grants and State Aid, are fairly
stated in all material respects in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in
the audit of the basic financial statements and, accordingly, we do not express an opinion or provide
any assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards , we ha‘}e also issued our report dated October
15, 2014, on our consideration of the Fredon Township School District Board of Education's internal
control over financial reporting and on our tests of its compliance with certain provisions of laws,
regulations, contracts, and grani agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the infernal conirol over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the District's internal control over financial reporting and
compliance. :

- f ”
(ool 4 Con Ll P
ARDITO & CO.,LLP
October 15, 2014

Coanizay Lol

Licensed Public School Accountant No, 2369
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FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

The discussion and analysis of Fredon Township School District’s financial performance provides an overall
review of the School District’s financial activities for the fiscal year ended June 30, 2014, The intent of this

- discussion and analysis is to look at the School District’s financial performance as a whole; readers should also
review the notes to the basic financial statements and {inancial stalements to enhance their understanding of the
School District’s financial performance.

Financial Highlights
Key financial highlights for 2014 are as follows:

+ Intotal, net position increased $34,552 which represents a 5.8 percent increase from 2013.

+ General revenues accounted for $4,560,288 in revenue or 79.8 percent of all revenues.
Program specific revenues in the form of charges for services, operating grants and
contributions, and capital granis and contributions accounted for $1,151,358 or 20.2 percent
of total revenues of $5,711,646, '

+ Total assets of governmental assets decreased by $61,114 as cash and cash equivalents
increased by $96,815, receivables decreased by $26,777, and capital assets decreased by $133,480.

¢ ‘The School District had $5,677,094 in expenses; only $1,151,358 of these expenses were
offiset by program specific charges for services, grants or coniributions. General Revenues
(primarily property taxes) of $4,560,288 wete adequate to provide for these programs.

+ Among major funds, the General Fund had $5,220,455 in revenues and $5,152,555 in expenditures.
The General Fund's sutplus balance increased $67,900 over 2013, compared to a budgeted decrease
of $7,769.

Using this Generally Accepted Accounting Principals Report (GAAP)

This annual report consists of a series of financial statements and notes to those statfements. These stafements are
organized so the reader can understand Fredon Township School District as a financial whole, an entire operating
entity. The statemonts then proceed to provide an increasingly detailed look at specific financial activities. The
Statement of Net Position and Statement of Activities provide information about the activities of the whole
School District, presenting both an aggregate view of the School District’s finances and a Jonger-term view of
those finances. Fund financial statements provide the next level of detail.

For governmental funds, these statements tell how services were financed in the short-term as well as what
remains for future spending. The fund financial statements also look at the School District’s most significant
funds with all other non-major funds presented in total in one column. In the case of Fredon Township School
District, the General Fund is by far the most significant fund.

kY




FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Reporting the School District as a Whole

Statement of Nef: Position and the Statement of Activities

While this document contains the large number of funds used by the School District to provide programs and
activities, the view of the School District as a whole looks at all financial transactions and asks the question,
“How did we do financially during 20147 The Statement of Net Position and the Statement of Activities answer
_this question, These statements include all assets and liabilities using the accrual basis of accounting similar to
.the accounting used by most privafe-sector companies. This basis of accounting takes into account all of the
.cmrent year’s revenues and expenses regardless of when cash is received or paid.

These two statements report the School District’s net position and changes in those assets. This changé in net
position is important because it tells the reader that, for the School District as a whole, the financial positions of
the School District has improved or diminished. The causes of this change may be the result of many factors,
some financial, and some not. Non-financial factors include the School District’s property tax base, current laws
in New Jersey restricting revenue growth, facility condition, required educational programs and other factors,

In the Statement of Net Position and the Statement of Activities, the School District is divided into two distinct
kinds of activities:

e Governmental activities--All of the School District's programs and services are reported here including instruction,
support services, operation and maintenance of plant facilities, pupil transportation and extracurricular activities.

® Business-type Activity--This service is provided on a charge for goods or services basis to recover all the expenses of
the goods or services provided. The Food Service enterprise fund is reported as a business activity.

Reporting the School District’s Most Significant Funds

Fund Financial Statements

The analysis of the School District’s major funds begins on page 10. Fund financial reports provide detailed
information about the School District’s major funds. The School District uses many funds to account for a
muttitude of financial transactions, However, these fund financial statements focus on the School District’s most
significant funds. The School District’s major governmental funds are the General Fund, Special Revenue Fand
and Capital Projects Fund.

8.2




FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Governmental Funds

The School District’s activities are reported in governmental funds, which focus on how money flows into and
out of those funds and the balances left at yeat-end available for spending in the future years. These funds are
reported using an accounting method called modified accrual accounting, which measures cash and all other
financial assets that can readily be converted fo cash. The governmental fund statements provide a detailed short-
term view of the School District’s general government operations and the basic services it provides.
Governmenta! fund information helps you determine whether there are more or fewer financial resources that can
be spent in the near future to finance educational programs, The relationship (or differences) between
governmental activities (reported in the Statement of Net Position and the Statement of Activities) and
governmental funds is reconciled in the financial statements.

The School District as a Whole
Recall that the Statement of Net Position provides the perspective of the School District as a whole,

Table 1 provides a summary of the School District’s net position for 2014 compared to 2013.

Table 1
Net Position
2014 2013
Assets
Current and Qther Assets $587,340 $514,974
Capital Assets 5,017,505 5,150,985
Total Assets 5,604,845 5,665,959
Liabilities
Long-Term Liabilities 4,749,704 4,878,738
Other Liabilities 104,015 95,647
Total Liabilities 4,853,719 4,974,385
Net Position
Invested in Capital Assets, Net of Debt 302,505 335,985
Restricted 226,402 166,255
Unrestricted 97,219 89,334
Total Net Position $ 626,126 $ 591,574

8.3




FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Total assets decreased $61,114. Cash and cash equivalents increased by $96,815, and receivables decreased by
$26,777 due to prior year federal grants reimbursements. Capital assets dereased by $133,480 due depreciation
expense net of capital additions. Unrestricted net position, the part of net position that can be used to finance day
to day activities without constraints established by grants or legal requirements, of the School District increased
by $7,885 due to transfers of surplus to capital teserve.

Table 2 shows the changes in net position from fiscal year 2013.

Table 2
Changes in Net Position
2014 2013

Revenues
Program Revenues:

Charges for Services $ 43,930 $ 49927

Operating Grants and Contributions 1,107,428 1,050,786
General Revenues:

Property Taxes 4,554,969 4,453,750

Investment Earnings 5,108 6,760

Other 211 4,242
Total Revenues 5,711,646 5,565,465
Program Expenses
Instruction 2,806,668 3,019,533
Support Services: ’

Tuition 140,134 85,075

Pupils and Instructional Staff 921,016 718,968

General Administration, School Admin., Business 649,152 632,519

Operations and Maintenance of Facilities 534,314 553,516

Pupil Transportation 324,490 270,514
Business-Type Activities 81,106 84,295
Interest and Fiscal Charges 220,214 223,247
Total Expenses 5,677,094 5,589,667
Increase in Net Position $ 34,552 $ (24,202)
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FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Governmental Activities

The unique nature of property taxes in New Jersoy creates the need to roﬂtinely seck voter approval for the
School District operations. Property taxes made up 79,7 percent of revenues for governmental activities for the
Fredon Township School District for the fiscal year 2014,

Instruction comprises 49.4 percent of district expenses. Support services expenses make up 45.3 percent of the
expenses.

The Statement of Aciivities shows the cost of program services and the charges for services and granis offsetting
those services. Table 3 shows the total cost of services and the net cost of services compared to 2013. That is, it
identifies the cost of these services supported by tax revenue and unrestricted State entitlements.

Table 3
Total Cost Net Cost Total Cost Net Cost
of Services  of Services  of Services  of Services

Instruction $ 2,806,668 $ 2,263,243 $ 3,019,533 § 2,451,353
Support Services:
Tuition 140,134 116,787 85,075 71,502
Pupils and Instructional Staff 921,016 727,667 718,968 576,155
General Administration, School
Administration, Business 649,152 540,998 632,519 531,606
Operation and Maintenance of Faeilities 534,314 445,293 555,516 466,888
Pupil Transportation 324,490 270,427 270,514 227,356
Business-Type Activities 81,106 9,471 84,295 4,339
Interest and Fiscal Charges 220,214 151,850 223,247 159,755
Total Expenses $ 5,677,094 § 4,525,736 $ 5,589,667 § 4,488,954

Instruction expenses include activities directly dealing with the feaching of pupils and the interaction between
teacher and student.

Pupils and instructional staff include the activities involved with assisting staff with the content and process of
teaching to students.

General administration, school adminisiration and business include expenses associated with administrative and
financial supervision of the District.

Operation and maintenance of facilities activities involve keeping the school grounds, buildings and equipment in
an effective working condition.
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FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Pupil transportation includes activities involved with the conveyance of students to and from school, as well as to
and from school activities, as provided by state law.

Business-type activities includes expenses related to activities provided by the School District which are designed
to provide for students to patticipate in foed service and child care.

Interest and fiscal charges involve the transactions associated with the unallocated depreciation.

The dependence upon tax revenues is apparent, Over 80.6 percent of instruction activities are supported through
taxes and other general revenues; for all activities general revenue support is 78.8 percent. The commumty, asa
whole, is the primary support for the Fredon Township School Disttict.

The School District’s Funds

Information about the School District’s major funds starts on page 11 (Balance Sheet/Exhibit B-1) . These funds
are accounted for using the modified accrual basis of accounting. All governmental funds had total revenues of
$5,636,409 and expenditures of $5,568,433. The net change in fund balance for the year was most significant in
the general fund, an increase of $67,900 due to extraordinary aid and spending savings in the areas of grounds
upkeep and benefits.

General Fund Budgeting Highlights

The School District’s budget is prepared according to New Jersey law, and is based on accounting for certain
transactions on a basis of cash receipts, disbursements, and encumbrances. The most significant budgeted fund is
the General Fund.

During the course of the fiscal 2014 year, the School District amended iis General Fund budget as needed. The
School District uses program based budgeting and the budgeting systems are designed to tightly control total
progratm budgets but provide flexibility for program management,

For the General Fund, budget basis revenue and other financing sources, excluding TPAF on-behalf amount, was
$4,868,159, $16,096 over original budgeted estimates of $4,852,063. This difference was due primarily to
extraordinary aid of $13,422.

The General fund revenues and other financing sources of the School District exceeded expenditures by $69,700
due to extraordinary aid and spending savings in the areas of grounds upkeep and benefits,
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FREDON TOWNSHIP SCHOOL DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Capital Assets

At the end of the fiscal year 2013, the School District had $5,017,505 invested in land, buildings, furniture and
equipment, and vehicles. Table 4 shows fiscal 2014 balances compared to 2013.

Table 4
Capital Assets (Net of Depreciation) at June 30,

2014 2013
Buildings and Improvements $ 4,897,937 . % 5,073,072
Machinery and Eguipment 119,568 77,913
Totals $ 5,017,505 $ 5,150,985

Overall capital assets decreased $133,480 from fiscal year 2013 to fiscal year 2014. Increases in capital assets
(primarily buildings and improvements} were offset by depreciation expenses for the year.

$78,188 in capitalized assels were added during fiscal year 2014,
Debt Administration

At June 30, 2014, the School District had $4,874,704 as ouistanding debt. Of this amount, $159,704 is for
compensated absences and $4,715,000 is for general obligation bonds payable.

At June 30, 2014, the School District’s overall legal debt margin was $11,823,583 and the unvoted debt margin
was $7,108,583. :

For the Future

The Fredon Township School District is in very good financial condition presently. A major concern is the
contimed reliance on local property taxes. However, future finances are not without challenges as enrollment
and state funding is decreased.

In conclusion, the Fredon Township School District has committed itself to financial excellence for many years.
In addition, the School District’s system for financial- planning, budgeting, and internal financial controls are well
regarded. The School Disirict plans to continue its sound fiscal management to meet the challenge of the future.
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FREDCN TOWNSHIP SCHOOL DISTRICT

" MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
UNAUDITED

Contacting the School District’s Finan cial Management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the School District’s finances and to show the School District’s accountability for the money it
receives. If you have questions about this report or need additional information contact Donna Mosner, School
Business Administrator/ Board Secretary at Fredon Township School District, 459 Route 94, Newton, NJ, 07860,
(973) 579-5838).
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DISTRICT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities display information about the District, These
statements include the financial activities of the overall District, except for fiduciary activities. Eliminations
have been made to minimize the double-counting of internal activities. These statements distinguish between
the governmental and business-type activities of the District,




FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit A-1
STATEMENT OF NET POSITION
June 30, 2014
GOVERNMENTAIL  BUSINESS-TYPE
ACTIVITIES ACTIVITIES ( TOTAL
ASSETS

Cash and Cash Equivalents $298,202 $6,456 $304,658
Receivables, Net 86,648 4,263 90,911
Interfund Receivables 8,407 8,407
Inventory 2,867 2,867
Restricted Assets:

Capital Reserve Account - Cash 180,497 180,497
Capital Assets, Net (Note 5): 5,017,505 5,017,505
Total Assets 5,582,852 21,993 5,604,845

LIABILITIES
Accounts Payable 2,180 2,180
Deferred Revenue 1,410 1,220 2,630
Interfund Payable 8,407 8,407
Accrued Interest 90,798 90,798
Noncurent Liabilities (Note 6): : .

Due Within One Year 125,000 125,000

Due Beyond One Year 4,749,704 4,749,704
Total Liabilities 4,975,319 3,400 4,978,719

NET POSITION
Invested in Capital Assets, Net of Related Debt 302,505 302,505
Restricted for;

Other Purposes 188,266 188,266

Capital Projects Fund 38,135 38,135

Debt Service Fund 1 1
Unrestiicted 78,626 18,593 97,219
Total Net Position $607,533 $18,593 $626,126

The accompanying Notes to Basic Financial Statements are an integral part of this statement,
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FUND FINANCIAL STATEMENTS

The Individual Fund statements and schedules present more detailed information for the individual
fund in a format that segregates information by fund type.




FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit B-1
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2014
SPECIAL CAPITAL DEBT TOTAL
GENERAL REVENUE PROJECTS SERVICE GOVERNMENTAL
FUND FUND FUND FUND FUNDS
ASSETS
Cash and Cash Equivalents $ 440,563 $ 38,135 § 1 % 478,699
Receivables from Other Goveinments 16,686 $ 66,398 83,084
Other Receivables 3,564 3,564
Interfimd Receivables 64,988 64,988
TOTAL ASSETS $ 525801 § 66,398 § 38,135 § 1% 630,335
LIABILITIES AND FUND BALANCES
Liabilities: '
Interfund Payable ) 8.407 64,988 73,395
Deferred Reventte 1,410 1,410
Total Liabilifies 8,407 66,398 - - 74,805
Fund Balances:
Restricted for:
Capital Reserve Account 180,497 180,497
Assigred to:
Year-End Encumbrancess 118,023 118,023
Expenditures 7,769 7,769
Capital Projects Fand 38,135 38,135
Debt Service Fund 1 1
Unassigned:
General Pund - Unreserved, Undesignated 211,105 211,105
Total Fund Balances 517,394 - 18,135 1 555,530
TOTAL LIABILITIES AND FUND BALANCE 3 525801 § 66,398 § 38,135 § 1 3 630,335
Amounts repotted for govermmental activities in the statement of
net position (A-1) are different because:
Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. The cost
of the assets is $6,793,484 and the accamulated depreciation
is $1,775,979. $ 5,017,505
Accrued Interest on Long-term liabilities, including bonds payable,
are not due and payable in the current period and therefore are
not reported as liabilties in the funds (see Note 6) - (90,798)
Long-term liabilities, such as bonds payable and compensated absences,
are not due and payable in the current period and therefore are not reported as
liabilties in the funds (see Note 6) {4.874.704)
3
Net position of governmental activities 3 607,533

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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FREDON TOWNSHIP SCHOOL DISTRICT
Exhibit B-2
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2014

Special Capital Debt Total
General  Revenue Projects Service  Governmental
s Fund  Fund  Fund Fund Funds
REVENUES
Local sources:
Local Tax Levy $4,323,165 $ 231,804 % 4,554,969
Tuition
Miscellaneous 1,641 $ 76 1,717
Total - Loczl Sources 4,324,806 76 231,804 4,556,686
State Sonrces 895,649 68,364 964,013
Federal Seurces $115,710 115,710
Total Revenues 3,220455 115,710 76 300,168 5,636,409
EXPENDITURES
Current:
Regular Instruction 1,461,588 75,810 1,537,398
Special Education Instruction 237,754 237,754
Other Special Instruction 212,516 212,516
Support services and undistributed costs:
Thuition 140,134 140,134
Student and Instrection Related Services 674,872 39,900 14,772
School Administrative Services 124,889 . 124,889
Other Administrative Services 378,898 378,898
Plant Operations and Maintenance 412,575 412,575
Pupil Transportation 324,490 324,490
Unallocated Benefits 1,051,549 1,051,549
Transfer to Charter School 52,242 52,242
Debt Service:
Principal 100,000 100,000
Interest and Other Charges 200,168 200,168
Capital Qutlay 81,048 ' 81,048
Total Expenditures 5,152,555 115,710 300,168 5,568,433
Excess (Deficiency) of
Revenues Over Expenditures 67,900 76 67,976
OTHER FINANCING SOURCES (USES)
Transfers from Enterprise Fund -
Total Other Financing Sources and Uses -
Net Change in Fund Balances 67,500 76 - 67,976
Fund Balance—July 1 449,494 38,059 1 487,554
Fund Balance—June 30 $ 517,394 8 38135 3§ 1 3 555530

The accompanying Netes to Basic Financial Statenents are an intepral part of this statement,
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FREDON TOWNSHIP SCHOOL DISTRICT
Exhibit B-3
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2014

Total Net Change in Fund Balances - Governmental Funds (from B-2) $ 67976

Amounts reported for governmental activities in the statement
of activities (A-2) are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement of
activities, the cost of those assets is allocated over their estimated useful lives as depreciation expense.
This is the amount by which capital outlays exceeded depreciation in the period. _
Depreciation Expense $ (211,668)
Capital Outlays 78.188 {133,480)

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net position
and is not reported in the statement of activities. 100,000

In the statement of activities, interest on long-term debt in the statement of activities
is acorued, regardiess of when due. In the governmental funds, interest is reported
when due. This is the amount by which current year's amount of interest accrual
exceeds the prior year's arcunt. 1,891

In the statement of activities, compensated absences is accrued regardless of when paid. Inthe

governmental funds, compensated absences are reported when paid. This is the amount
by which the current year's compensated absence payments exceed the current year's amount earned,

4,034

Change in Net Position of Governmental Activities $ 40421

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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FREDON TOWNSHIP SCHOOL DISTRICT

STATEMENT OF PROPRIETARY NET POSITION

PROPRIETARY FUNDS
TJune 30, 2014
Business-Type Activities -
Enterprise ¥unds
Food
Service Totals
ASSETS
Current assets:
Cash and Cash Equivalents $ 6456 % 6,456
Accounts Receivable 4,263 - 4,263
Interfund Receivables 8,407 8,407
Inventories 2,867 2,867
Total Current Assets 21,993 21,993
Noncurrent Asseis:
Furniture, Machinery and Equipment 44,775 44,775
Less Accumulated Depreciation (44,775) (44,775)
Total Noncurrent Assets
Total Assets 21,993 21,993
LIABILITIES
Current liabilities:
Accounts Payable 2,180 2,180
Deferred Revenue 1,220 1,220
Total Liabilities 3,400 __3.400
NET POSITION )
Unrestricted 18,593 18,593
Total Net Position b 18,593 § 18,593

5

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit B-5

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2014

Operating Revenues:
Charges for Services:

Daily Sales - Reimbursable Programs

Daily Sales - Non-reimb. Programs
Miscellaneous
Total Operating Revenues

Operating Expenses:

Cost of Sales

Salaries and Wages

Employee Benefits

Other Purchased Professional Sexvices
Miscellaneous

Total Operating Expenses

Operating Income (Loss)

Noneperating Revenues (Expenses):
State Sources:

State School Lunch Program
Federal Sources:

National School Lunch Program

Food Distribution Program

Total Nonoperating Revenues (Expenses)

Income (Loss) Before Contributions and Transfers

Transfers In (Out)
Change in Net Position

Total Net Position—Beginning
Total Net Position—Ending

Business-type Activities -
Enterprise Fund

Food

AM

Totak

Service Program  Enterprise

$ 40,483 $ 40,483
2,086 2,086
3,602 § 1,361 4,963
46,171 1,361 47,532
39,587 39,587
19,898 1,800 21,698
5,274 5,274
6,699 6,699
7,848 7,848
79,306 1,800 81,106
(33,135) __ (439) (33,574)

793 793

18,987 18,987
7,925 7,925
27,705 27,105
(5430)  (439) (5,369)
(A30)  (439) (5,369)
24,023 439 24,462

$ 18,593 - § 18,593

The accompanying Notes to Basic Financial Statements are an integral part of this statement,
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FREDON TOWNSHIP SCHOOL DISTRICT

STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS

For the Year Ended June 30, 2014

Exhibit B-6

Business-Type Activities -

Enterprise Funds
Food AM Total
Service Program  Enterprise
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from Customers $ 46,171 $ 1,361 § 47,532
Payments to Employees (19,898) (1,800) (21,698)
Payments for Employee Benefits 5,274) - (5.274)
Payments to Suppliers ' (55,029) - (55,029)
Net Cash Provided by (used for) Operating Activities. (34,030) (439) (34,469)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State Sources 689 689
Federal Sources 20,221 20,221
Operating Transfers between funds 439 439
Net Cash Provided by (used for) Non-Capital Financing Activities 20,910 439 21,349
Net Increase (Decrease) in Cash and Cash Equivalents (13,120) - (13,120)
Batances—Beginning of Year 19,576 - 19,576
Balances—End of Year 6,456 - 6,456
Reconciliation of Operating Tncome (Loss) to Net Cash
Provided (used) by Operating Activities:
Operating Income (Loss) (33,135) 439) (33,574)
Adjustments to Reconcile Operating Income (Loss) to Net Cash
Provided by (used for) Operating Activities:
Federal Commodities 7,925 7,925
(Increase) Decrease in Accounts Receivable, Net (8,672) - (8,672)
(Increase} Decrease in Inventories (2,328) (2,328)
Increase (Decrease) in Accounts Payable 2,180 2,180
Total Adjustments ' (895) - (893)
Net Cash Provided by (used for) Operating Activities $ (34,030) (439) $ (34,469

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit B-7
STATEMENT OF FIDUCIARY NET POSITION
FIDUCIARY FUNDS
June 30, 2014
Unemployment
Compensation Agency
Trust Fund
ASSETS
Cash and Cash Equivalents b 20517 $ 91.543
Total Assets b 20,517 $ 91,543
LIABILITIES
Payable to Student Groups - % 15,490
Payroll Deductions and Withholdings ' 4,783
Accrued Salaries and Wages 71,270
Total Liabilities - 3 91,543
NET POSITION -
Held in Trust for Unemployment Claims & Other Purposes $ 20,517 -

The accompanying Notes to Basic Financial Statements are an integral part of this statement,
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FREDON TOWNSHIP SCHOOL DISTRICT
Exhibit B-8

¢

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUNDS

For the Year Ended June 30, 2014

Unemployment
Compensation
Trust
ADDITIONS
Contributions:

Employer $ 20,000

Plan Member 8,694
Total Coniributions 28,694
Investment Earnings:

Interest , 32
Net Investment Earnings 32
Total Additions 28,726

DEDUCTIONS
Quarterly Contribution Reports ‘ 29.059
Total Deductions 29,059
Change in Net Position (333)
Net Position—Beginning of the Year 20.850
Net Position—End of the Year $ 20,517

The accompanying Notes to Basic Financial Statements are an integral part of this statement.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Board of Education (Board} of the Fredon Township School District
(District) have been prepared in conformity with generally accepted accounting principles (GAAP) as
applied to governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. The
more significant of the Board's accounting policies are described below.

In June 1999, the Governmental Accounting Standards Board (GASB) unanimously approved Basic
Financial $tatements and Management’s Discussion and Analysis for State and Local Governments
(Statement No.34). This Statement provides for the most significant change in financial reporting in over
twenty years and is scheduled for a phase-in implementation period (based on amount of revenues) starting
with fiscal years ending 2002 (for larger governments). The District was not required to implement the new
model until the 2003-2004 school year.

n addition, the School District has implemented GASB Statement No.37, Basic Financial Statements and
Management’s Discussion and Analysis for State and Local Governments: Omnibus, Statement No.38,
Certain Financial Statement Note Disclosures, Statement No,40, Deposit and Investment Risk Disclosures,
an amendment of GASB Siatement No.3, and Statement 44, Economic Condition Reporting: The Statistical
Scction (GASB 44), an amendment of NCGA Statement 1, Governmental Accounting and Financial

Reporting Principles is found in the Introduction, a revised statistical section in the Outline of the CAFR,

GASB Statement No. 45, Other Post-retirement Employee Benefits, GASB No. 54, Fund Balance Reporting
and Governmental Fund Type Definitions, and GASB No. 63 and 65, Deferred Outflows and Inflows and
Net Position, and Items Previously Reported as Assets and Liablities. The implementation of these
statements had no effect on equity balances as previously reported for the fiscal year ended June 30, 2013.

A. Reporting Entity:

The Fredon Township School District is a Type 1I district located in the County of Sussex, State of
New Jersey. As a Type Il disirict, the School District functions independently through a Board of
Education. The board is comprised of five members elected to three-year terms. The purpose of the
district is to educate students in grades K-6. The Fredon Township School Disirict had an approximate
enrollment at June 30, 2014, of 280 students.

The primary criterion for including activities within the District's reporting entity, as set forth in
Section 2100 of the GASB Codification of Governmental Accounting and Financiol Reporting
Standards , is whether: :

« the organization is legally separate (can sue or be sued in their own name)

= the District holds the corporate powers of the organization

» the District appoints a voting majority of the organization’s beard

» the District is able to impose its will on the organization

w the organization has the potential to impose a financial benefit/burden on the District

n there is a fiscal dependency by the organization on the District

Based on the aforementioned criteria, the District has no component units.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B,

Basis of Presentation, Basis of Accounting:

The School District’s basic financial statements consist of District-wide statements, including a
stafement of net position and a statement of activities, and fund financial statements which provide a
more detailed level of financial information.

Basis of Presentation

District-wide Statements: The statement of net position and the statement of activities display
information about the District as a whole. These statements include the financial activities of the
overall District, except for fiduciary activities. Eliminations have been made to minimize the double-
counting of internal activities, These statements distinguish between the governmental and business-
type activity of the District, Governmental activiiies generally are financed through taxes,
intergovernmental revenues, and other nonexchange transactions. Business-type activities are
financed in whole or in part by fees and charged to external parties. The statement of net position
presents the financial condition of the governmental and business-type activity of the Schoel District
at fiscal year end. The statement of aclivities presents a comparison between direct expenses and
program revenues for the business-type activity of the Disirict and for each function of the District's
governmental activities. Direct expenses are those that are specifically associated with a program or
function and, therefore, are clearly identifiable to a particular function. Program revenues include (a)
fees and charges paid by the recipients of goods or services offered by the programs and (b} grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
program. Revenues that are not classified as program revenues, including all taxes, are presented as
general revenues, The comparison of direct expenses with program revenues identifies the extent to
which each governmental function or business segment is self<financing or draws from the general
revenues of the School District.

Fund Financial Statements: During the fiscal year, the School District segregates transactions related
to certain School District functions or activities In separate funds in order to aid financial management
and to demonstrate legal compliance, The fund financial statements provide information about the
Distriet’s funds, including its fiduciary funds. Separate statements for each fund
category—governmental, proprietary, and fiduciary—are presented. The New Jersey Depattment of
Education (NJDOE) has elected to require New Jersey districts to treat each governmental fund as a
major fund in accordance with the option noted in GASB No.34, paragraph 76, The NJDOE believes
that the presentation of all funds as major is important for public interest and to promote consistency
among district financial reporiing models.

GOVERNMENTAL FUNDS

The District reports the following governmental fuads:

General Fund - The General Fund is the general operating fund of the District and is used to account
for all expendable financial resources except those required to be accounted for in another fund.

Included are certain expenditures for vehicles and movable instructional or noninstructional equipment
which are classified in the Capital Outlay subfund.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Basis of Presentation, Basis of Accounting (Continued):

GOVERNMENTAL FUNDS (Continued)

As required by the New Jersey State Department of Education, the District includes budgeted Capital
Outlay in this fund. Generally accepted accounting prineiples as they pertain to governmental entities
state that General Fund resources may be used to directly finance capital outlays for long-lived
improvements as long as the resources in such cases are derived exclusively from unrestricted
revenues. Resources for budgeted capital outlay purposes are normally derived from State of New
Jersey Aid, district taxes and appropriated fund balance. Expenditures are those that result in the
acquisition of or additions to fixed assets for land, existing buildings, improvements of grounds,
construction of buildings, additions to or remodeling of buildings and the purchase of built-in
equipment. These resources can be transferred from and to Current Expense by board resolution,

Special Revenue Fund - The Special Revenue Fund is used to account for the proceeds of specific
revenue from State and Federal Government, (other than major capital projects, debt service or the
enterprise funds) and local appropriations that are legally restricted to expenditures for specified
PUrposes.

PROPRIETARY FUNDS
The District reports the following proprietary fund:

Enterprise (Food Service) Fund - The Enterprise Fund accounts for all revenues and expenses
pettaining to the Board’s cafeteria operations, The food service fund is utilized to account for
operations that are financed and operated in a manner similar to private business enterprises. The
stated intent is that the costs (i.e. expenses including depreciation and indirect costs) of providing
goods or services 1o the students on a continuing basis be fimanced or recovered primarily through user
charges.

Additionally, the District reports the following fund type:
Fiduciary Funds ~ The Fiduciary Funds are used to account for assets held by the District on behalf

of others and include the Student Activities Fund, Payroll Agency Fund and Unemployment
Compensation Trust Fund,
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

B.

Basis of Presentation, Basis of Accounting (Continued):
Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on
the financial statements,

District-wide, Proprietary, and Fiduciary Fund Financial Statements: The District-wide financial
statements are prepared using the accrual basis of accounting, Governmental funds use the modified
accrual basis of accounting; the enterprise fund and fiduciary funds use the accrual basis of
accounting, Differences in the accrual and modified accrual basis of accounting arise in the
recognition of revenue, the recording of deferred revenue, and in the presentation of expenses versus
expenditures. Ad Valorem {Property) Taxes are susceptible to accrual as under New Jetsey Statute a
municipality is required to remit to its school district the entire balance of taxes in the amount voted
upon or certified, prior to the end of the school year. The District records the entire approved tax levy
as revenue (accrued) at the start of the fiscal year, since the revenue is both measurable and available,
The District is entitled to receive monies under the established payment schedule and the unpaid
amount is considered to be an “accounts receivable”, Revenue from grants, entitlements and
donations is recognized in the fiscal year in which all eligibility requirements have been satisfied.

Governmental Fund Financial Statements: Governmental funds are reported using the current
financial resources measurement focus and the modified accrual basis of accounting, Under this
method, revenues are recognized when measurable and available, *Measurable” means the amount of
the transaction can be determined and “available” means collectible within the current period or soon
enough thereafter to bé used to pay liabilities of the current period. Expenditures are recorded when
the related fand liability is incurred, except for principal and interest on general long-term debt, claims
and judgments, and compensated absences, which are recognized as expenditures to the extent they
have matored. General capital asset acquisitions are reported as expenditures in governmental funds.
Procecds of general long-term debt and acquisitions under capital leases are reported as other
financing sources.

All governmental and business-type activities and enterprise funds of the District follow FASB
Statements and Interpretations issued on or before November 30, 1989, Accounting Principles Board
Opinions, and Accounting Research Bulletins, unless those pronouncements conflict with GASB
pronouncements,
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Budgets/Budgetary Control:

Annual appropriated budgets are prepared in the spring of each year for the general, special revenue,
and debt service funds. The budgeis are submiited to the county office for approval and are voted
upon at the annual school election on the third Tuesday in April. Budgets are prepared using the
modified accrual basis of accounting, except for the special revenue finds. The legal level of
budgetary control is established at line item accounts within each fund. Line item accounts are
defined as the lowest (most specific) level of detail as established pursuant to the minimum chart of
accounts referenced in N.LLA.C. 6:20-2A.2(m)1. All budget amendments/transfers must be approved
by Schoo! Board resolution. In addition, transfers are also covered by changes in N.J.A.C. 6A:23A-
2,3 that can require approval through the state deparfment. All budget amounts presented in the
accompanying supplementary information reflect the original budget and the amended budget (which
have been adjusted for legally authorized revisions of the annual budgets during the year).

Appropriations, except remaining project appropriations, encumbrances and unexpended grant
appropriations, lapse at the end of each fiscal year. The capital projects fund presenis the remaining
project appropriations compared to current year expenditures,

Formal budgetary integration info the accounting system is employed as a management control device
during the fiscal year. For govermmental funds, there are no substantial differences between the
budgetary basis of accounting and generally accepted accounting principles with'the exception of the
legally mandated revenue recognition of the last state aid payment for budgetary purposes only and the
special revenue fund as noted below. Encumbrance accounting is also employed as an extension of
formal budgetary integration in the governmental fund types. Unencumbered appropriations lapse at
fiscal year end.

The accounting records of the special revenue fund are maintained on the grant ac_é'bhnthlg budgetary
basis. The grant accounting budgetary basis differs from GAAP in that the grant accounting budgetary
basis recognizes encumbrances as expenditures and also recognizes the related revénues, whereas the
GAAP basis does not. Sufficient supplemental records are maintained to allow for the presentation of
GAAP basis financial reports,

Encumbrance Accounting:

Under encumbrance accounting purchase orders, contracts and other commitments for the expenditare
of resources are recorded fo reserve a portion of the applicable appropriation. Open encumbrances in
governmental funds, other than the special revenue fund, are reported as reservations of fund balances
at fiscal year end as they do not constitute expenditures or liabilities but rather commitments related to
unperformed contracts for goods and services.

Open encumbrances in the special revenue fund, for which the District has received advances, are
reflected in the balance sheet as deforred revenues at fiscal year end.

The encumbered appropriation authority carries over into the next fiscal year. An eniry will be made

at the beginning of the next fiscal year to increase the appropriation reflected in the certified budget by
the outstanding encumbrance amount as of the current fiscal year end.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Assets, Liabilities and Equity:

Cash and Cash Equivalents:
Cash and cash equivalents includes petiy cash, change funds, amounts in deposits, money market
accounts and short-term investments with original maturities of three months or léss,

Interfund Transactions:

Transfers between governmental and business-type activities on the District-wide statements are
reported in the same manner as general revenues,

Exchange transactions between funds are reported as revenues in the seller funds and as
expenditures/expenses in the purchaser funds. Flows of cash or goods from one fund to another
without a requirement for repayment are reported as interfund transfers. Interfund transfers are
reported as ofher financing sourcesfuses in governmental funds and after non-operating
revenues/expenses in the enterprise fund, Repayments from funds responsible for particular
expenditures/expenses to the funds that initially paid for them are not presented on the financial
statemenis.

Inventories:

Inventory purchases, other than those recorded in the enterprise fund, are recorded as expenditures
during the year of purchase. Enterprise fund inventories are valued at cost, which approximates
market, using the first-in, first-out (FIFO) method.

Allowanee for Uncollectible Accounts:
No allowance for uncollectible accounts has been recorded as all amounts are considered collectible,

Capital Assets;

The District has established a formal system of accounting for its capital assets. Purchased or
constructed capital assets are reporied at cost. Donated capital assets are valued at their estimated fair
matket value on the date received, The cost of normal maintenance and repairs that do not add to the
value of the asset or materially extend assets’ lives are not capitalized. The School District does not
possess any infrastructure. The capitalization threshold used by school districts in the State of New
Jersey is $2,000.

All reported capital assets except for land and construction in progress are depreciated. Depreciation
is- computed using the straight-line method under the half-year convention over the following
estimated useful lives:

Estimated
Asset Class Useful Lives

School Buildings 50
Building Improvements 20
Electrical/Plumbing 30
Vehicles 8
Office and Computer Equipment 5-10
Instructional Equipment 10
Grounds Equipment &)
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities and Equity (Continued):

In the fund financial statements, fixed assets used in govermmental fund operations are accounted for as
capital outlay expenditures of the governmental fund upon acquisition. Fixed assets arc not capitalized and
related depreciation is not reported in the fund financial statements.

Compensated Absences:

The District accounts for compensated absences (e.g., unused vacation, sick leave) as directed by
Governmental Accounting Standards Board Statement No.l6 (GASB 16), "Accounting for
Compensated Absences". A liability for compensated absences atiributable to services already
rendered and not contingent on a specific event that is outside the control of the employer and
employee is accrued as employees earn the rights to the benefits. .

The District support staff are granted sick leave in varying amounts under the District's contracted
personnel policies. Sick leave benefits provide for ordinary sick pay and begin vesting with the
employee afller fifteen years of service and provide for payment based upon predetermined rates and
allowable days and upon retirement in the state pension system.

The lizbility for compensated absences was accrued using the termination payment method, whereby
the liability is calculated based on the amount of sick leave that is expected to become eligible for
payment upon termination, The District estimates its accrued compensated absences liability based on
the accumulated sick and vacation days at the balance sheet date by those employees who are currently
eligible to receive termination payments. Salary related payments for the employer’s share of social
security and medicare taxes, as well as pension contributions, are included.

For the District-wide Statements, the current portion is the amount estimated to be used in the
following year. In accordance with GAAP, for the governmental funds, in the Fund Financial
Statements, all of the compensated absences are considered long-term and therefore, are not a fund
liability and represents a reconciling item between the fund level and District-wide presentations.

Deferred Revenne:

Deferred revenue arises when assets are recognized before revenue recognition criteria have been
satisfied. Property taxes for which thete is an enforceable legal claim as of June 30, 2014, but which
were levied to finance fiscal year 2015 operations, have been recorded as deferred revenue. Grants
and entitlement received before the eligible requirements are met are also recorded as deferred
revenue,

Accrued Liabilities and Long-Term Obligations:

All payables, accrued liabilities and long-term obligations are reported on the District-wide financial
statements. In general, governmental fund payables and accrued liabilities that, once incurred, are
paid in a timely mannet and in full from current financial resources, are reported as obligations of the
funds. However, contractually required pension contributions and compensated absences that are paid
from governmental funds are reported as liabilities on the fund financial statements only to the extent
that they are due for payment during the current year, Bonds are recognized as a liability on the fund
financial statements when due.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Assets, Liabilities and Equity (Continued):

Net Position: ‘
Net position represent the difference between assets and liabilities. Net position invested in capital
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by the
outstanding balance of any borrowing used for the acquisition, construction or improvement of those
assets. Net position are reported as restricted when there are limitations imposed on their use either
through the enabling legislation adopted by the School District or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments. The School District’s
policy is to first apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net pogition are available,

Fund Balance Reserves;

The School District reserves those portions of fund balance which are legally segregated for a specific
future use or which do not represent available expendable resources and, therefore, are not available
for appropriation or expenditure. Unreserved fund balance indicates that portion which is available
for appropriation in future periods. A fund balance reserve has been established for encumbrances.

Revenues—Exchanpge and Nonexchange Transactions _
Revenue resulting from exchange transactions, in which each party gives and receives essentially

equal value, is recorded on the accrual basis when the exchange takes place, On the modified acerual
basis, revenue is recorded in the fiscal year in which the resources are measurable and become
available, Available means the resources will be collected within the current fiscal year or are
expected to be collected soon enough thereafter to be used to pay liabilities of the current fiscal year,
For the District, available means within sixty days of the fiscal year end.

Nonexchange transactions, in which the School District receives value without directly giving equal
value in return, include property taxes, income taxes, grants, entitlements and donations. On the
accrual basis, revenue from property taxes is recognized in the fiscal year for which the taxes are
levied. Revenue from income faxes is recognized in the period in which the income is earned.
Revenue from grants, entitlements and donations is recognized in the-fiscal year in which all eligibility
requirements have been satisfied.

Eligibility requirements include timing requirements, which specify the year when the resources are
required to be used or the fiscal year when use is first permiited; matching requirements, in which the
School District must provide local resources to be used for a specified purpose; and expenditure
requirements, in which the resources are provided to the School District on a reimbursement basis. On
the modified accrual basis, revenue from nonexchange transactions must alse be available before it
can be recognized.

Under the modified accrual basis, the following revenue soutces are considered to be both measurable
and available at fiscal year end: property taxes available as an advance, interest and tuition.
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NOTE 1:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Assets, Liabilities and Equity (Continued):
Operating Revenues and Expenses:

Operating revenues are those revenues that are generated directly from the primary activity of the
enterprise fund, For the School District, these revenues are sales for food service, Operaiing expenses
are necessary costs incurred to provide the service that is the primary activity of the enterprise fund.

Allocation of Indirect Expenses:

The District reports all direct expenses by function in the Statement of Activities. Direct expenses are
those that are clearly identifiable with a function. Indirect expenses are allocated to functions but are
reported separately in the Statement of Activities. Employee benefits, including the employer’s share
of social security, workers compensation and medical and dental benefits, were allocated based on
salaries of that program. Depreciation expense, where practicable, is specifically identified by
function and is included in the indirect expense column of the Siatement of Activities. Depreciation
expense, that could not be attributed to a specific function, is considered an indirect expense and is
reported separately on the Statement of Activities. Interest on long-term debt is considered an indirect
expense and is reported separately on the Statement of Activities.

Extraordinary and Special Ttems:

Extraordinary items are transactions or events that are unusual in nature and infrequent in occurrence.
Special items are transactions or events that are within the control of management and are either
unusual in nature or infiequent in occurrence. Neither of these types of transactions ocourred during
the figcal year.

Management Estimates: '

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of revenues
and expenditures/expenses during the reporting period. Actual results could differ from those
estimates.
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NOTE 2:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

CASH AND CASH EQUIVALENTS

Deposits:

New Jersey statutes require that school districts deposit public funds in public depositories located in New
Jersey, which are insured by the Federal Deposit Insuranee Corporation, the Federal Savings and Loan
Insurance Corporation, or by any other agency of the United States that insures deposits made in public
depositories. School districts are also permitted to deposit public funds in the State of New Jersey Cash
Management Fund,

New Jersey statutes require public depositories to maintain collateral for deposits of public funds that
exceed depository insurance limits as follows;

The market value of the collateral must equal at least 5% of the average daily balance of collected public
funds on deposit.

In addition to the above collateral requirement, if the public funds deposited exceed 75% of the capital funds
of the depository, the depository must provide collateral having a market value at least equal to 100% of the
amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal Reserve Bank of
Philadelphia, the Federal Home Loan Bank of New York, or a banking institution that is a member of the
Federal Reserve System and has capital funds of not [ess than $25,000,000.

Pursuant to GASB Statement No, 40, "Deposit and Tnvestment Risk Disclosures” ("GASB 40™), the district's
accounts are profiled in order to determine exposure, if any, to Custodial Credit Risk (risk that in the event
of failure of the counterparty the municipalify would not be able io recover the value of its deposits or
investment). Deposits are considered to be exposed to Custodial Credit Risk if they are: uncollarteralized or
collateralized with securities held by the financial institution's trust department or agent but not in the
government's name. At June 30, 2014, all of the district's deposits were collateralized by securities held in
its nami and, accordingly, not exposed to custodial credit risk. The district does not have a policy for
custodial credit risk.

As of Tune 30, 2014, cash and cash equivalents of the Disirict consisted of the following;:

Cash and Cash Cash and Cash
Equivalents (A-1) Equivalents (H-1 Total
Capital Reserve $180,497 $180,497
Checking 231,209 $112,060 343,269
$411,706 $112.060 $523.766

The carrying amount of the Board’s cash and cash equivalents at June 30, 2014, was $523,766 and the bank
balance was $737,839. All bank balances were covered by federal depository insurance and/or covered by a
collateral pool maintained by the banks as required by New Jersey statutes. OfF these bank balances,
$250,000 was covered by federal depository insurances and $487,839 was covered by collateral pool,
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NOTE 2:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

CASH AND CASH EQUIVALENTS (Continued)

Investments:

Pursuant to the Enabling Act, the funds of the district may be invested in any direct obligations of, or
obligations as to which the principal and interest thereof is guaranteed by, the United States of America or
other obligations as the district may approve.

In order to maximize liquidity, the district utilizes the New Jersey Cash Management Fund ("NJCMF") as its
sole investments. The NJCME is administered by the New Jersey Department of Treasury. It invests pooled
monies from vatious State and non-State agencies in primarily short-term investments. These investments
include: U.8. Treasuries, short<term Commercial Paper, U.S. Agency Bonds, Corporate Bonds, and
Certificates of Deposit. Agencies that participate in the NJCMF typically earn returns that mirror short-term
investment rates. Monies can be fieely added or withdrawn from the NJCMF on a daily basis without
penalty.

At June 30, 2014, the district's investment balance was $73,449

Custodial Credit Risk: Pursuant to GASB 40, the NJCMF, which is a pooled investment, is exemnpt from
custodial credit risk disclosure. The district does not have a policy for custodial credit risk.

Credit Risk: The district does not have an investment policy regarding the management of credit risk.
GASB 40 requires that disclosure be made as to the credit rating of all debt secutity investments except for
obligations of the U.S. government or investmetits guaranteed by the U.S, government. The NJCMF is not
rated by a rating agency.

Interest Rate Risk: The district does not have a policy to limit interest rate risk. The average maturity of the
district's investments is less than one year. )
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FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

NOTE 3: RECEIVABLES

Receivables at June 30, 2014, consisted of intergovernmental accounts. All receivables are considered
collectible in full. A summary of the principal items of intergovernmental receivables follows:

g Governmental Fund Government-Wide
Einancial Financial
Statements Staterments

State Aid $16,686 ‘ $16,860

Federal Aid 66,398 . 10,487

Other Local 3,564 3,564

Gross Receivable $86,648 $90,911

Less: Allow. for Uncollectibles - ‘ -
Total Receivables, Net $86,648 $90,911

NOTE 4: INVENTORY

Inventory in the Food Service Fund at June 30, 2014, consisted of the following;

Food $1,079
Supplies 1,788
$2,867

The value of Federal donated commodities as reflected on Schedule A (trequired by the Single Audit Law of
1996, as revised) is the difference between market value and cost of the commodities at the date of purchase
and has been included as an item of nonoperating revenue in the financial statements,

NOTE 5: CAPITAL ASSETS

Capita;l asset activity for the fiscal year ended June 30, 2014, was as follows:

Beginning Ending
Balance Additions  Retirements Balance
Governmental Activities:
Capital Assels Being Depreciated:
Land Improvements $ 116,985 3 116,985
Buildings and Building Improvements 6,385,692 6,385,692
Machinery and Equipment 212,619 $§ 78,188 290,807
Total at Historical Cost 6,715,296 78,188 - 6,793,484
Less Accumulated Depreciation for:
Land Improvements (116,985) (116,985)
BuildiAng and Improvements (1,312,620) (175,135) (1,487,735)
Equipment (134,706) (36,533) {171,239)
Total Accumulated Depreciation (1,564,311) {211,668) (1,775,979)
Total Capital Assets Being Depreciated,
net of Accumulated Depreciation 5,150,985 {133,480) 5,017,505
Government Activity Capital Assets, Net $ 5150985 § (133,480) ) $ 5,017,505
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NOTE 6:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

CAPITAL ASSETS (Continued)

On January 11, 2001, the NJ State Department of Education announced that effective July 1, 2001, the
capitalization threshold used by school districts in the State of New Jersey is increased to $2,000. The
previous threshold was $500. Applying the higher capitalization threshold retroactively (removal of old
assets from the General Fixed Assets Account Group) will be permitted by the State regulations in situations
where (1) the assets have been fully depreciated, or (2) the assets have exceeded their useful lives. ‘The
retirement of machinery and equipment is due to the retroactive application of the higher threshold of
equipment capitalization. That is, the District has removed from their records assets with a historical cost
greater than $500 but not greater than $2,000 that were fully depreciated or had exceeded their useful lives.

Depreciation expense was charged to functions as follows:

Regular Instruction § 190,501
Unallocated 21,167
Total $ 211,668

LONG-TERM OBLIGATIONS
Bonds are authorized in accordance with State law by the voters of the municipality through referendums.

All bonds are retired in serial installments within the statutory period of usefulness. Bonds issued by the
Board are general obligation bonds,

A, Long-Term Obligation Activity:

Changes in long-term obligations for the year ended June 30, 2014, are as follows:

Amounts
Balance Balance Duie Within
T3 Increases Decreases 6/30/14 One Year
Governmental Activities: .
Bonds Payable:
General Obligation Debt $4,815,000 $ (100,000 $4,715,000 $125,000
Other Liabitities:
Compensated Absences Payable $163,738 ($4,034) $159,704
Total Other Liabilities $5,001,142 - (104,034)  $4,874,704 125,000

Compensated absences have been liquidated in the General Fund,

On June 3, 2008, the district sold general obligation bonds with a face value of $5,000,000, of which the
proceeds were used for the construction of additions, renovations, and alterations to the Fredon Township
School.
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FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

LONG-TERM OBLIGATIONS (Continued)

Interest paid on debt issued by the District is exempt from federal income taxes. Because of this, bond
holders are willing to accept a fower interest rate than they would on taxable debt. The District temporarily
reinvests the proceeds of such debt in higher-yielding taxable securities, especially during construction
projects. The federal tax code refets to this as arbitrage.

Earnings in excess of the yield on the debt issue are rebated to the federal government based on
requirements in the Internal Revenue Code. Arbitrage rebate payable represents amounts due to the Internal
Revenue Service for interest earned on unspent bond proceeds that exceeds legally allowable returns,

Rebatable arbitrage liabilities related to District debt are not recorded in governmental funds, There is no
recognition in the balance sheet or income statement until rebatable amounts are due and payable to the
federal governiment, Thus, rebatable arbitrage liabilities related to governmenial debt will be accrued as
incurred at least annually (af fiscal year end) on the District-wide financial statements.

For the year ended June 30, 2014, it is not necessary for the Board to establish a liability for arbitrage rebate.

Government Activities
Issue Interest Date of Balance
Dates Rates Maturity June 30, 2014
Bonds Payable 6/03/2008 4.125t0435%  7/15/2033 $ 4,715,000
Total Bonds $ 4,715,000

B. Debt Service Requirements:

Debt Service requirements on serial bonds payable at June 30, 2014, is as follows:

Year Ending June 30, Principal Interest Total
2015 $ 125000 $ 195527 § 320,527
2016 155,000 189,752 344,752
2017 165,000 183,152 348,152
2018 170,000 176,242 346,242,
2019 180,000 169,024 349,024
Thereafter 3,920,000 1,391,032 5,311,032

$4,715,000 $2,304,729 § 7,019,729

As of June 30, 2014, the District had no authorized but not issued bonds.
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FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

PENSION PLANS

Deseription of Plans - All required employees of the District are covered by either the Public Employees'
Retirement System or the Teachers' Pension and Annuity Fund which have been established by state statute
and are administered by the New Jersey Division of Pension and Benefits (Division). According to the State
of New Jersey Administrative Code, all obligations of both Systems will be assumed by the State of New
Jersey should the Systems terminate. The Division issues a publicly available financial report that includes
the financial statements and required supplementary information for the Public Employces Retirement
System and the Teachers' Pension and Annuity Fund. These reports may be obtained by writing to the
Division of Pensicns and Benefits, PO Box 295, Trenton, New Jersey, 08625,

Teachers' Pension and Annuity Fand (TPAF) - The Teachers' Pension and Annuity Fund was established
as of January 1, 1955, under the provisions of N.J.8.A.18A:66 to provide retirement benefits, death,
disability and medical benefits to certain qualified members. The Teachers' Pension and Anmuity Fund is
considered a cost-sharing multiple-employer plan with a special funding situation, as under current statute,
all employer contributions are made by the State of New Jersey on behalf of the District and the system's
other related non-contributing employers. Membership is mandatory for substantially all teachers or
members of the professional staff certified by the State Board of Examiners, and employees of the
Department of Education who have titles that are unclassified, professional and certified.

Public Employees’ Retirement Systemt (PERS) - 'The Public Employees' Retirement System (PERS) was
established as of Janvary 1, 1955, under the provisions of N.J.S.A, 43:15A to provide retirement, death,
disability and medical benefits to certain qualified members. The Public Employees' Retirement System is a
cost-sharing multiple-employer plan. Membership is mandatory for substantially all full-time employees of
the State of New Jersey or any county, municipality, school district, or public agency, provided the
employee is not required to be a member of another state-administered retirement system or other state or
local jurisdiction. '

Vesting and Benefit Provisions - The vesting and benefit provisions for PERS are set by N.JS. A, 43:15A
and 43.3B, and N.I.S.A. 18A:66 for TPAF. All benefits vest afier eight to ten years of service, except for
medical benefits that vest after 25 years of service. Retirement benefits for age and service are available at
age 55 and are generally determined to be 1/55 of the final average salary for each year of service credit, as
defined. Final average salary equals the average salary for the final three years of service prior fo retirement
(or highest three years' compensation if other than the final three years).

Members may seek eatly retirement after achieving 25 years of service credit or they may elect deferred
retirement after achieving eight to ten years of service in which case benefits would begin the first day of the
month after the member attains normal retirement age. The TPAF and PERS provides for specified medical
benefits for members who retire after achioving 25 years of qualified service, as defined, or under the
disability provisions of the System. Members are always fully vested for their own contributions and, after
three years of service credit, become vested for 2% of related interest earned on the contributions, In the
case of death before retirement, members' beneficiaries are entitled fo full interest credited to the members'
accounts.
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NOTE 7:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

PENSION PLANS (Continued)

Significant Legislation - Legislation enacted during the year ended June 30, 1997, (Chapter 115, P.L.
1997) changed the asset valuation method from market related value to full-market value. This legislation
also contained a provision to reduce the employee contribution rate by 1/2 of 1% to 4.5% for calendar years
1998 and 1999, and to allow for a reduction in the employee's rate after calendar year 1999, and to allow for
a reduction in the employee’s rate after calendar year 1999, providing excess valuation assets are available.
The legislation also provided that the Districts' normal contributions to the Fund may be reduced based on
the revaluation of assets. ' ' '

Contribution Requirements - The contribution policy is set by N.I.S.A. 43:15A, Chapter 62, P.L. of
1994, Chapter 115, P.L. of 1997 and N.J.S.A. 18:66, and requires contributions by active members and
contributing employers. Plan member and employer contributions may be amended by State of New Jersey
legislation. TPAF and PERS provide for employee contributions of 5% of employees’ annual
compensation, as defined. Employers are required to contribute at an actuarially determined rate in both
TPAF and PERS. The actuarially determined contribution includes funding for both cost-ofiliving
adjustments, noncontributory death benefits, and post-retirement medical premiums. Under current statute
the District is a non-contributing employer of the TPAF,

Three-Year Trend Information for PERS

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Contributed Obligation
6/30/2014 $60,876 100 % ~(-
6/30/2013 $60,764 100 -0-
6/30/2012 $62,728 100 -(-

Three-Year Trend Information for TPAF (Paid on-behalf of the District)

Annual Percentage Net
Year Pension of APC Pension
Funding Cost (APC) Confributed Obligation
6/30/2014 -0- 100 % -(-
6/30/2013 -0- 100 -
6/30/2012 -0- 100 -(0-

During the fiscal year ended June 30, 2014, the State of New Jersey did contribute $209,485 to the TPAF
for post-retirement benefits on behalf of the District. Also, in accordance with N.J.S.A. 18A:66-66 the State
of New Jersey reimbursed the District $142,811 during the year ended June 30, 2014, for the employer's
share of social security contributions for TPAF members, as calculated on their base salaries. This amount
has been included in the District-wide financial statements, and the fund-based statements and schedules as
revenues and expenditures in accordance with GASB Statement No.24.
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NOTE 9:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

POST-RETIREMENT BENEFITS

P.L. 1987, c. 384 and P.L. 1990, c.6 required Teachers’ Pensions and Annvity Fund (TPAF) and the Public
Employees’ Retirement System (PERS), respectively, to fund post-retirernent medical benefits for those
state employees who retire after accumulating 25 years of credited service or on a disability retirement. P.L.
2007, ¢.103 amended the law to eliminate the funding of post-retirement medical benefits through the TPAF
and PERS, Tt created separate funds outside of the pension plans for the funding and payment of post-
retirement medical benefits for retired state employees and retired educational employees. As of June 30,
2013, there were 100,134 retirees receiving post-retirement medical benefits, and the State contributed $1.07
billion on their behalf. The cost of these benefits is funded through contributions by the State in accordance
with P.L, 1994, c.62. Funding of post-retirement medical benefits changed from a pre-funding basis to a pay-
as-you-go basis beginning in Fiscal Year 1994,

The State is also responsible for the cost attributable to P.L., 1992, ¢.126, which provides employer paid
health benefits to members of PERS and the Alternate Benefit Program who retired from a board of
education or county college with 25 years of service. The State paid $173.8 million toward Chapter 126
benefits for 17,356 eligible retired membérs in Fiscal Year 2013.

GASRB Statement #45 requires certain disclosures relating to governmental entities obligations for other post:
employment benefits (OPEB), which are post-employment benefits other than pensions, The District does
not provide any post-employment benefits other than pension.

DEFERRED COMPENSATION

The Board offers its employees a choice of the following deferred compensation plans created in accordance
with Internal Revenue Code Section 403(b). The plans, which are administered by the entities listed below,
permits participants to defer a poriion of their salary until future years. Amounts deferred under the plans
are not available to employees until termination, retirement, death or unforeseecable emergency. The plan
administrators are as follows:

Equitable
Financial Planning
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NOTE 11:

FREDON TOWNSHIF SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

COMPENSATED ABSENCES

The District accounts for compensated absences (e.g., unused vacation, sick leave) as directed by
Governmental Accounting Standards Board Statement No,16 (GASB 16), "Accounting for Compensated
Absences". A liability for compensated absences attributable to services already rendered and not
contirigent on a specific event that is outside the control of the employer and employee is accrued as
employees earn the rights to the benefits,

The District support staff are granted sick leave in varying amounts under the District's contracted personnel
policies. Sick leave benefits provide for ordinary sick pay and begin vesting with the employee after fiftcen
years of service and provide for payment based upon predetermined rates and allowable days and upon
retirement ii the state pension system.

In the district-wide Statement of Assets, the liabilities whose average maturities are greater than one year
should be reported in two components--the amount due within one year and the amount due in more than
one year.

The liability for vested compensated absences of the proprictary fund types is recorded within those funds as
the benefits accrue to employees. As of June 30, 2014, no liability existed for compensated absences in the
proprietary fund types.

RISK MANAGEMENT

The District is exposed to vatious risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters.

Property and Liability Insurance - The District maintains commercial insurance coverage for property,
liability, student accident and surety bonds. A complete schedule of insurance coverage can be found in the
Statistical Section of this Comprehensive Annual Financial Report.

New Jersey Unemployment Compensation Insurance - The District has elected to fund its New Jersey
Unemployment Compensation Insurance under the Benefit Reimbursement Method . Under this plan, the
District is required to reimburse the New Jersey Unemployment Trust Fund for benefits paid to its former
employees and charged to ifs account with the State. The District is billed quarterly for amounts due to the
State. The following is a summary of District contributions, employee contributions, reimbursements to the
State for benefits paid and the ending balance of the District's expendable trust fund for the current and
previous two years:

District Employee Amount Ending
Fiscal Year Conttibutions Contributions Reimbursed  Balance
2013-2014 $20,032 $8,694 $29,059 $20,517
2012-2013 $20,011 $11,701 $22,552 $20,850
2011-2012 $34,123 $7,919 $44,054 $11,690
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NOTE 13:

NOTE 14:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

CONTINGENT LIABILITIES
GRANT PROGRAMS

The Board participates in state and federally assisted grant programs, These programs are subject to
program compliance audits by the grantors or their representatives. The Board is potentially liable for any
expenditures which may be disallowed pursuant to the terms of these grant programs. Management is not
aware of any material items of noncompliance which would result in the disallowance of program
expenditures,

LITIGATION

In the normal course of operations, the Board is involved in various civil digputes. Management is of the
opinion that any outcome resulting from these actions would not have a material effect on the District's
financial position,

FUND BALANCE APPROPRIATED

General Fund (Exhibit B-1) - Of the $517,394 General Fund fund balance at June 30, 2014, $118,023 is
reserved for encumbrances; $7,769 is reserved and included as anticipated revenue for the year ending June
30, 2015; $180,497 has been reserved in the Capital Reserve Account; and, $211,105 is unreserved and
undesignated.

Capital Projects Fund - Of the $38,135 Capital Fund fund balance at June 30, 2014, $38,135 is vnreserved
and undesignated. The $38,135 unreserved balance is mainiained as an estimate of potential settlement on
the Fredon School Renovation Project. Any balances remaining after settlement will bé transferred to the
current fund.

CAPITAL RESERVE ACCOUNT

A capital reserve account was established by the Township of Fredon Board of Education by inclusion in the
FY 2000-2001 budget of $30,000 and the transfer of an additional $60,000 of undesignated general find
balance for the accumulation of funds for use as capital outlay expenditures in subsequent fiscal years, The
capital reserve account is maintained in the general fund and its activity is included in the general fund
annual budget.
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NOTE 15:

NOTE 16:

FREDON TOWNSHIP SCHOOL DISTRICT

NOTES TO BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

CAPITAL RESERVE ACCOUNT (Continued)

Funds placed in the capital reserve account are restricted to capital projects in the district's approved Long
Range Facilities Plan (LRFP). Upon submission of the LREP to the department, a district may increase the
balance in the capital reserve by appropriating funds in the annual general fund budget certified for taxes or
by transfer by board resolution at year end of any unanticipated revenue or unexpended line-item
approptiation amounts, or both, A district may also appropriate additional amounts when the express
approval of the voters has been obtained either by a separate proposal at budget time or by a special question
at one of the four special elections authorized pursuant to N.J.S.A. 19:60-2. Pursuant to N.J.A.C. 6A:23-
2.13(g), the balance in the account cannot at any time exceed the local support costs of uncompleted capital
projects in its approved LREP.

The activity of the capital reserve for the July 1, 2013 to June 30, 2014 fiscal year is as follows:

Beginning Balance, July 1, 2013 $ 120,426
Deposits (PL 20607 .62 (Al)): Board Resolution 6/9/2014 66,000
Interest Earnings 71
Ending Balance, June 30, 2014 $ 180,497

CALCULATION OF EXCESS SURPLUS

The designation for Reserved Fund Balance — Excess'Surplus is a required calculation pursuant to N.J.S.A.
18A:7F-7, as amended. New Jersey school districts are required to reserve General Fund fund balance at the
fiscal year end of June 30 if they did not appropriate a required minimum amount as budgeted fund balance
in their subsequent years' budget. The excess fund balance at June 30, 2014 is zero.

INTERFUND RECEIVABLES AND PAYABLES
The following interfund balances remained on the balance sheet at June 30, 2014:

Interfund Interfund
Receivable Payable

General Fund $ 64938 § 8,407
Special Revenue Fund 64,988
Enterprise Fund 3.407

Total $ 73,395 § 73,395

The special revenue fund owes the current fund for cash advances on federal grants not yet received, The
current fund owes the Food Service Fund for subsidies received and not yet paid to the Food Service Fund.
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FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit C-3

NOTES TO REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

¥or the Fiscal Year Ended June 30, 2014

Explanation of Differences between Budgetary Inflows and Outflows and
GAAP Revenues and Expenditures

Sources/Inflows of Resources
Actual amounts (budgetary basis} "revenue"
from the budgetary comparison schedule (Exhibits C-1 and C-2, respectively)
Difference - budget to GAAP:
Grant accounting budgetary basis differs from GAAP in that
encumbrances are recognized as expenditures, and the related
revenue is recognized.
Prior Year Encumbrances
Current Year Encumbrances

Adjustment for: Prior year Final State Ald Payment excluded in
State Source Revenues that is considered a revenue
for GAAP reporting purposes

Adjustment for: Final State Aid Payment included in
Siate Source Revenues that is not considered a revenus
for GAAP reporting purposes

Total revenues as reporied on the statement of revenues, expenditures
and changes in fund balances - governmenial funds. (Exhibit B-2)

Uses/ontflows of resources
Actual amounts (budgetary basis) "total outflows" from the
budgetary comparison schedules (Exhibits C-1 and C-2, respectively)
Differences - budget to GAAP
Encumbrances for supplies and equipment ordered but
not received are reported in the year the order is placed for
budgetary purposes, but in the year the supplies are received
for financial reporting purposes.
Prior Year Encumbrances
Current Year Encumbrances

Transfers to and from other funds are presented as outflows of
budgetary resources but are not expenditures
for financial reporting purposes.

Net transfers (outflows) to general fund

Total expenditures as reporied on the statement of revenues,
expenditures, and changes in fund balances - governmental funds (Exhibit B-2)
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Special
General Revenue
Fund Fund

$ 5,220,455 $ 115,710

N/A N/A
NA  (1,410)

52,587

(52,587) N/A

$ 5,220,455 $ 114,300

$5,152,555 § 115,710

N/A N/A
NA  (1,410)

N/A N/A

$5,152,555 § 114,300




SPECIAL REVENUE FUND
DETAIL STATEMENTS

The Special Revenue Fund is used to account for the proceeds of specific revenue sources (other than expendable
trusts or majot capital projects) that are legally restricted to expenditures for specific purposes.

.E-




OTHER SUPPLEMENTARY INFORMATION
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CAPITAL PROJECTS FUND
DETAIL STATEMENTS

The Capital Projects Fund is used to account for the acquisition and construction of major capital
facilities and equipment purchases other than those financed by proprietaty funds.
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FREDON TOWNSHIP SCHOOL DISTRICT

CAPITAL PROJECTS FUND
SUMMARY SCHEDULE OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE-BUDGETARY BASIS

For the Fiscal Year Ended June 30, 2014
Revenues and Other Financing
Sources ’

Interest Income
Total Revenues

Expenditures and Other Financing
Sources

Construction services
Total Expenditures

Excess{deficiency) of revenues over{under)
expenditures

Fund Balance - Beginning

Fund Balance - Ending
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Exhibit F-2
$ 76
76

76

38,059

$ 38,135




FREDON TOWNSHIP SCHOOL DISTRICT
Exhibit F-2a
CAPITAL PROJECTS FUND ‘
SCHEDULE OF PROJECT REVENULS, EXPENDITURES, PROJECT BALANCE,
AND PROJECT STATUS-BUDGETARY BASIS
CONSTRUCTION OF ADDITIONS, RENOVATION AND ALTERATIONS OF FREDON TOWNSHEIP SCHOOL

From Inception and for the Fiscal Year Ended June 30, 2014

Revised
Prior Current Authorized
Periods Year Totals Cosfs
Revenues and Other Financing
Sources
Bond Proceeds ) $ 5,000,000 $ 5,000,000 $5,000,000
Total Revenues 5,000,000 5,000,000 5,000,000
Expenditures and Other Financing
Sources
Purchased professional and technical services 552,645 552,645 552,645
Legal Services 35,150 35,150 35,150
Construction services 4,331,664 4,331,664 4,336,236
Supplies 75,969 75,969 75,969
Total Expenditures 4,995,428 4,995,428 5,000,000

Excess(deficiency) of revenues over(under)
expenditures $ 4,572 § - % 4,572

Additional project information:

Project number NA
Grant Date NA
Bond Authorization Date 5/12/2008
Bonds Authorized $5,000,000
Bonds Issued $5,000,000
Original Authorized Cost $5,000,000
Additional Authorized Cost
Revised Auihorized Cost $5,000,000
Percentage Increase over Original

Authorized Cost N/A
Percentage Completion 95%
Original Target Completion Date 8/30/2011
Revised Target Compleiion Date 8/30/2013
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PROPRIETARY FUND
DETAIL STATEMENTS

Proprietary Funds are used to account for operations that are financed and operated in a manner similar
to private business enferprises - where the infent of the district's board is that the costs of providing
goods or services be financed through user charges.

Food Services Fund - This fund provides for the operation of food services in all schools within the
school district.

THIS SECTION HAS ALREADY BEEN INCLUDED IN STATEMENTS B-4, B-5 AND B-6.




FIDUCIARY FUND
DETAIL STATEMENTS

Fiduciary Funds are used to account for funds received by the school district for a specific purpose.

Agency Funds are used to account for assets held by the school district as an agent for individuals,
private organizations, other governments and/or other funds,

Student Activity Fund - This agency fund is used to account for student funds held at the schools.

Payroll Fund - This agency fund is used to account for the payroll transactions of the school district.




FREDCN TOWNSHIP SCHOOL DISTRICT

Exhibit H-1
COMBINING STATEMENT OF FIDUCIARY NET POSITION

FIDUCIARY FUNDS

June 30, 2014

UNEMPLOYMENT

COMPENSATION AGENCY FUNDS

INSURANCE STUDENT PAYROLL
TRUST ACTIVITY AGENCY TOTALS
ASSETS: '

Cash and Cash Equivalents $ 20517 § 15,490 76,063 § 112,060
TOTAL ASSETS $ 20517 $ 15,490 76,063 § 112,060
LIABILITIES:

Liabilities:

Payable to Student Groups $ 15,490 3 15,490
Payroll Beductions and Wiihholdings 4,783 4,783
Accrued Salaries and Wages 71,270 71,270
Total Liabilities 15,490 76,053 91,543
NET POSITION
Held in Trust for Unemployment

Claims and Other Purposes 3 20,617 20,517

TOTAL LIABILITIES AND NET POSITION $ 20517 % 15,490 76,053 $ 112,080
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FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit H-2

COMBINING STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

ADDITIONS
Contributions:
Plan Member
Employer
Total Contributions

Investment Earnings:
Interest

Net Investment Earnings

Total Additions

DEDUCTIONS

FIDUCIARY FUNDS

FOR THE FISCAL YEARS ENDED JUNE 30, 2014

Claims/Quarterly Contribution Reports

Total Deductions

Change in Net Position

Net Pogition—Beginning of the Year

Net Position—End of the Year
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UNEMPLOYMENT
COMPENSATION
INSURANCE
TRUST TOTALS
$ 8,694 § 8,694
20,000 20,000
28,694 28,694
32 32
32 32

28,726

28,726

29,059 29,059
29,059 29059

(333) (333)

20,850 20,850

$ 20517 $ 20517




ACTNITY

Administrative Account

Beautification
Field Day
Materials Recess
Graduation
Preschoo!
Kindergarten Trips
First Grade Trips

Second Grade Trips

Third Grade Trips
Fourth Grade Trips
Fifth Grade Trips
Sixth Grade Trips
Music Band

ELP Account
Symphony Trip
Wash. DC Trip

Nuicracker Accouni

Student Council
Interest
Total

FREDON TOWNSHIP SCHOOL DISTRICT

Exhibit H-3
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
STUDENT ACTIVITY AGENGCY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2014
. BALANCE CASH CASH BALANCE
July 1,2013 TRANSFERS RECEIPTS DISBURSEMENTS ° June 30, 2014
$ 1762 § 32 % 1,669 § 256 % 3,207
813 108 705
33 33
2 2
73 73
34 34
488 081 658 811
414 628 608 434
45 584 584 45
795 977 1,062 710
1,918 1,472 873 2,517
50 1,408 1,380 78
28 225 143 110
227 565 490 302
308 308
646 930 1,070 506
974 4,732 882 4,824
790 ‘ 790
(32) 32

$ 9,401 ~ § 14203 _$ 8,114 § 15,490

58




Cash and Cash Equivalenis
Total Assets

LIABILITIES:

Salaries and Wages

Interfund Payable

Accounis Payable
Total Liabilities

FREDON TOWNSHIP SCHOCL DISTRICT

Exhibit H-4
SCHEDULE OF RECEIPTS AND DISBURSEMENTS
PAYROLL AGENCY FUND
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

BALANGCE BALANCE
July 1. 2013 ADDITIONS June 30, 2014
$§ 74075 % 76,307 § g 76,053
$ 74075 % 76,307 $ [ 76,053
Payrofl Deductions and Withholdings $ 1,746 § 3,037 4,783
Accrued Salaries and Wages-Summer Pay Plan 70,650 71,270 71,270
{(2,000) 2,000 -
2,000 -
1,679 -
$ 74075 § 76,307 76,053

59




LONG-TERM DEBT SCHEDULES

The Long-Term Schedules are used to reflect the outstanding principal balances of the general long-term
liabilities of the school district. This includes serial bonds outstanding and obligations under capital
leases.

e
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Fredon Township School District
Statistical Section

Contenis Page
Financial Trends (J-1 thru J-5) 82-67

These schedules contain trend information to help the reader
understand how the district's financial performance and well being
have changed over time.

Revenue Capacity (J-6 thru J-9) 68-71
These schedules contain information to help the reader assess the
district's most significant local revenue source, the property tax.

Debt Capacity (J-10 thru J-13) 72-75
These schedules present information to help the reader assess the
affordability of the district's current levels of outstanding debt and
the disfrict's ability to issue additional debt in the future.

Demographic and Economic Information {(J-14 and J-15) 76-77
These schedules offer demographic and economic indicators to
help the reader understand the environment within which the
district's financial activities take place.

Operating Information (J-16 thru J-20) 78-82
These schedules contain service and infrastructure data to help the
reader understand how the information in the district's financial report
relates to the services the district provides and the activities it performs.

Sources:
Unless otherwise noted, the information in these schedules is derived
from the comprehensive annual financial reports (CAFR) for the
relevant year. The district implemented GASB Statement 34 in the
fiscal year ending June 30, 2004; schedules presenting district-wide
information include information beginning in that year.
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Fredon Township School District
Properfy Tax Levies and Collections,
Last Ten Fiscal Years

Exhibit J-9

Collections in
Subsequent
Years

Fiscal : Collected within the Fiscal Year of

Year ’ the Levy

Ended Taxes Levied for Percentage

June 30, the Fiscal Year Amount of Levy

2005 $2,762,922 $2,762,922 100.00%
2006 $2,941,361 $2,941,361 100.00%
2007 $3,438,700 $3,438,700 100.00%
2008 $3,924,224 $3,024,224 100.00%
2009 $4,061,965 $4,061,965 100.00%
2010 $4,238,762 $4,238,762 100.00%
2011 $4,298,681 $4,298,681 100.00%
2012 $4,386,627 $4,386,627 100.00%
2013 $4,453,750 $4,453,750 100.00%
2014 $4,554,969 $4,554,969 100.00%

Source:  District records including the Certificate and Report of School Taxes {(A4F form)

Note: échooi taxes are collected by the Municipal Tax Collector. Under New Jersey State
Statute, a municipality is required to remit to the school district the entire property tax
balance, in is the amount voted upon or certified prior to the end of the schoof year.
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Fredon Township School Disftrict Exhibit J-11
Ratios of Net General Bonded Debt Qutstanding
Last Ten Fiscal Years

General Bonded Debt Qutstanding

Fiscal Percentage of

Year General Net General Actual Taxable

Ended Obligation Bonded Debt Value ® of

June 30, Bonds Deductions Quistanding Property Per Capita *
2005 -0- -0- -0- -0- -0~
2006 -0- -0- -0- -0- -0-
2007 -0- -0- -0- -0- -0-
2008 $ 5,000,000 -0- $ 5,000,000 1.8% $ 1,489
2009 $ 5,000,000 -0- $ 5,000,000 0.9% $ 1,497
2010 $ 5,000,000 -0- $ 5,000,000 0.9% $ 1,502
2011 $ 4,950,000 -0- $ 4,950,000 0.9% $ 1,441
2012 $ 4,890,000 -0- $ 4,890,000 0.9% $ 1,430
2013 $ 4,815,000 -0- $ 4,815,000 1.1% $ 1,426
2014 $ 4,715,000 -0- $ 4,715,000 1.1% $ 1,420
Note: Details regarding the district's outstanding debt can be found in the notes to the financial statements.

a See Exhibit NJ J-6 for property tax data.
b Population data can be found in Exhibit NJ J-14.

R Revised

* Current data unavailable
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Fredon Township School District
Demographic and Econcmic Statistics
Last Ten Fiscal Years

Exhibit J-14

Personat
Income Per Capita
{thousands of Personal Unemployment
Year Population ® dollars) b Income ° Rate ®
2005 3,219 $139,933,149 $43471 R 1.5%
2008 3,277 $151,469,494 $46,222 R 1.6%
2007 3,324 $162,586,812 $48 913 R 1.5%
2008 3,359 $167,086,737 $49743 R 2.0%
2009 3,341 $162,088,615 $48,515 R 3.4%
2010 3,330 $162,936,900 $48,930 R 3.6%
2011 3,436 $174,033,400 $50,650 R 3.5%
2012 3419 $178,146,995 $52,105 R 3.5%
2013 3,376 $175,906,480 $52,105 * 4.1%
2014 3,320 $172,988,600 $52,105 * *
Source:

? Population information provided by the NJ Dept of Labor and Workforce Development
® per Capita information provided by U.S. Dept of Commerce,

¢ Per Capita information provided by U.S. Dept of Commerce.

d Unemployment data provided by the NJ Dept of Labor and Workforce Development

R Revised

P Projected
*  Current data unavailable
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FREDON TOWNSHIP SCHOOL DISTRICGT

INSURANCE SCHEDULE
JUNE 30, 2014
UNAUDITED
Exhibit J-20
POLICY TYPE COVERAGE DEDUCTIBLE
COMPREHENSIVE PACKAGE POLICY - School Alliance Insurance Fund
Property-Blanket Building and Contents
Sussex Insurance Pool Limit 3 250,000,000 $% 1,000
Comprehensive Crime Coverage:
Theft Disappearance 50,000 1,000
Employee Dishonesty 500;000 1,000
Computer Fraud 50,000
Forgery 50,000
Extra Expense 100,000
Comprehensive Casualty Coverage:
Includes General Liability, Auto, Employee Bensfits - 5,000,000
School Board Legal Liability 5,000,000
Excess Liability 5,000,000
PUBLIC EMPLOYEES' FAITHFUL PERFORMANCE
BLANKET POSITION BOND - Selective Insurance Company
Treasurer 150,000
Board Secretary 89,000
Public Employee Dishonesty 500,000 1,000

SOURCE: District Records
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ARDITO & CO., LLP

1110 Harrison Street, Suite C Anthony Ardito, CPA, RMA, CMFO, PSA
Frenchtown, New Jersey 08825-1192 Douglas R. Williams, CPA, RMA, PSA
908-996-4711 Fax: 908-996-4688

e-mail: anthony@arditoandcompany.cont

Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed in Accordance With Government Audifing Standards

Independent Anditor’s Report

Honorable President and

Members of the Board of Education
Fredon Township School District
County of Sussex

Newton, New Jersey 07860

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, and audit requirements as prescribed by the Office of School
Finance, Department of Education, State of New Jersey, the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of the
Fredon Township School District Board of Education in the County of Sussex, State of New Jersey, as of and
for the fiscal year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Fredon Township School District Board of Education's basic financial statements, and have
issued our report thereon dated October 15, 2014,

Internal Control Over Financial Reg.orting

In planning and performing our audit of the financial statements, we considered the District's internal control
over financial reporting (infernal conirol) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District's internal control. Accordingly, we do not express
an opinion on the effectiveness of the District's internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
ot employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis, A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important encugh to merit attention by those charged with governance.

-Continued-

83




K-1

Our consideration of internal control was for the limited purpose deseribed in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

Compliance and Other Muatfers

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
po instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards or audit requirements as prescribed by the Office of School Finance, Department of Education,
State of New Jersey.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and for New Jersey Depattment of Education use, and not to provide an opinion on
the effectiveness of the entity’s internal control or on compliance. This report is an integral patt of an audit
performed in accordance with Government Anditing Standards in considering the entity’s internal control
and compliance. Accotdingly, this communication is not suitable for any other purpose.

Con il 3 o, llf

ARDITO & CO., LLP
October 15, 2014

Conimoy Coucdle

Licensed Public School Accountant No.2369
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ARDITO & CO.,LLP

1110 Harrison Street, Suite C

Frenchtown, New Jersey 08825-1192 Douglas R. Williams, CPA, RMA, PS4
908-296-4711 Fax: 908-996-4688

e-mail: anthony@arditoandcompany.com

Report on Compliance For Each Major Program and Report on Internal Control Over Compliance
Required by New Jersey OMB Circular 04-04

Independent Auditor’s Report

Honorable President and

Membets of the Board of Education
Fredon Township School District
County of Sussex

Newton, New Jersey 07860

Report on Compliance for Each Major State Program

We have audited the Fredon Township School District Board of Education’s compliance with the types of
compliance requirements described in the New Jersey OMB Circular 04-04 State Ald/Grant Compliance
Supplement that could have a direct and material effect on each of the District’s major state programs for the
year ended June 30, 2014. The Fredon Township Scheol District Board of Education’s major state programs
are identified in the summary of auditor’s results section of the accompanying schedule of findings and
questioned costs.

Management’s Responsibility

Management is tesponsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable {o its state programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major state programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of

_compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; the audit requirements as prescribed by the Division of Finance,
Department of Education, State of New Jersey; and Now Jersey OMB's Circular 04-04, Single Audit Policy
for Recipients of Federal Grants, State Grants and State Aid. Those standards and New Jersey OMB
Circular 04-04 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major state program occurred.

An audit includes examining, on a test basis, evidence about the District’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

~-Continued-
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major state
program. However, our audit does not provide a legal determination of the District’s- compliance.

Opinion on Each Major State Program
In our opinion, the Fredon Township School Disirict Board of Education complied, in all material respects,
with the types of compliance requirements referred to above that could have a direct and material effect on

each of its major state programs for the year ended June 30, 2014,

Report on Internal Control Over Compliance

Management of the Fredon Township School District Board of Education is responsible for establishing and
maintaining effective internal conirol over compliance with the types of compliance requirements referred to
above. In planning and performing our audit of compliance, we considered the District’s internal control over
compliance with the types of requirements that could have a direct and material effect on each major state
program to determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major state program and to test and report on internal control
over compliance in accordance with New Jersey OMB Circular 04-04, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Fredon Township School District Board of Education’s internal control
over compliance,

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does-not allow management or employees, in the normal course of performing their assigned
functions, {o prevent, or detect and correct, noncompliance with a type of compliance requirement of a state
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a state program will not be prevented,
or detected and corrected, on 2 timely basis. A significant deficiency in internal control over complionce is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a state program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal conirol over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal confrol over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses. However, material weaknesses may exist
that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal conirol over compliance and the results of that testing based on the requirements of New Jetsey OMB
Circular 04-04, and for New Jersey Department of Education use. Accordingly, this report is not suitable for
any other purpose. :

(il # o, L PP

ARDITO & CO., LLP
October 15, 2014

Licensed Public School Accountant No.2369
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FREDON TOWNSHIP SCHOOL DISTRICT K-5

NOTES TO THE SCHEDULES OF STATE FINANCIAL ASSISTANCE
§ JUNE 30, 2014

NOTE 1. GENERAL

The accompanying schedule of expenditures of state financial assistance includes state award activity of the Board of
Education, Fredon Township School District. The Board of Education is defined in Note 1 to the Board's basic
financial statements. All state awards received ditectly from state agencies, as well as state financial assistance
passed through other government agencies is included on the schedule of expenditure of state {inancial assistance.

NOTE 2. BASIS OF ACCOUNTING

The accompanying schedules of expenditures of awards and financial assistance are presented on the budgetary
basis of accounting with the exception of programs recorded in the food service fund, which are presented using the
accrual basis of accounting. These bases of accounting are described in Note 1 to the Board's basic financial
statements, Therefors, some amounts presented in this schedule may differ from amounts presented in, or vsed in
the preparation of, the basic financial statements.

NOTE 3. RELATTONSHIP TO GENERAL PURPOSE FINANCIAL STATEMENTS

The basic financial statements present the general fund and special revenue fund on a GAAP basis. Budgetary
comparison statemeits or schedules (RSI) are presented for the general fund and special revenue fund to demonsirate
finance-related lega} compliance in which certain revenue is permitted by law or grant agreement to be recognized in
the audit year, whereas for GAAP reporting, revenue is not recognized uniil the subsequent year or when
expenditures have been made.

The general fund is presented in the accompanying schedules on the modified accrual basis with the exception of the
revemie recognition of the last state aid payment in the current budget year, which is mandated pursvant to
NJS.A. 18A:22-44.2. For GAAP purposes, that payment is not recognized until the subsequent budget year due to
the state deferral and recording of the last state aid payment in the subsequent year. The special revenue fund is
presented in the accompanying schedules on the grant aceounting budgetary basis which recognizes encumbrances as
expenditures and also recognizes the related revenues, whereas the GAAP basis does not. The special revenue fund
also recognizes the last state aid payment in the curtent budget year, consistent with N.J.S. 4. 18A:22-4.2.

The net adjustment to reconcile from the budgetary basis fo the GAAP basis is zero for the general fund and ($1,410)
for the special revenue fund. See Exhibit C-3 for a reconciliation of the budgetary basis to the modified accrual
basis of accounting For the general and special revenue funds. Awards and financial assistance revenues are reported
in the Board's basic financial statements on a GAAP basis as presented on the following page:
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FREDON TOWNSHIP SCHOOL DISTRICT K-5

NOTES TO THE SCHEDULES OF STATE FINANCIAL ASSISTANCE

JUNE 30, 2014
NOTE 3. (Continued)
Federal State - Total

General Fund - 5 895649 $ 895,649
Special Revenue Fund $ 115710 - 115,710
Debt Service Fund 68,364 68,364
Food Service Fund 26912 793 27,705
Total Financial Assistance $ 142,622 $ 964806 $§ 1,107,428

NOTE 4. RELATIONSHIP TO STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedules agree with the amounts reported in the related state financial
reports,

NOTE S. OTHER

Revenues and expenditures reported under the Food Distribution Program represent current year value received and
current year distributions respectively. The amount reported as TPAF Pension Contributions represents the amount
paid by the state on behalf of the district for the year ended June 30, 2014. TPAF Social Security Contributions
represents the amount reimbursed by the state for employer's share of social security contributions for TPAF
members for the year ended June 30, 2014,
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FREDON TOWNSHIP SCHOOL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Part I - Summary of Auditor's Results

Financial Statement Section

A) Type of auditor's report issued: Unmodified
B) Internal control over financial reporting:
1} Material weakness(es) identified? __Yes x No
2} Were significant deficiencies identified
that were not considered to be material
weaknesses? _Yes
_x None
_ Reported
C) Noncompliance material to financial
statements noted? _ Yes_x No
- Federal Awards Section N/A
) Dollar threshold used to determine Type A programs: N/A
E) Auditee qualified as low-risk auditee? __Yes__No
F) Type of anditor's report on compliance for major programs: N/A
Q) Internal Control over compliance:
1) Material weakness(es) identified? __Yes_ No
2) Were significant deficiencies identified that were not
considered to be material weaknesses? ___Yes_ No
H) Any audit findings disclosed that ate required to be reported
in accordance with OMB Circular A-133(Section ,510(a))? _ Yes_ No
1) Identification of major programs:
CFDA NUMBER(S} NAME OF FEDERAL PROGRAM OR CLUSTER
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FREDON TOWNSHIP SCHOOL DISTRICT K-6

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Part I - Summary of Auditor's Resulis

State Financial Assistance Section

9)

K)

L)

N)

0)

Dollar threshold vsed to determine Type A
programs: $300.000

Auditee qualified as low-risk auditee? (1) X yes_ no

Type of auditor's report on compliance for
major programs: Unmodified

Internal Control over compliance:

1) Material weakness(es) identified? ___yes X no

2) Were significant deficiencies identified '

that were not considered to be material

weaknesses? ___yes X none
reported

Any audit findings disclosed that are '

required o be reported in accordance with

NJ OMB Circular 04-04? ___yes x no

Identification of major programs:

GMIS Number(s) Name of State Program
14-495-034-5120-078 Equalizaiion Aid

14-495-034-5095-002 Reimb. TPAF Soc Sec.
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FREDON TOWNSHIP SCHOOL DIS’I'RICT K-6

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

Section II-Financial Statement Findings

There wete no matters of noncompliance or reportable conditions noted, that are required to be
reported in accordance with Government Auditing Standards.

Section 111 - State Financial Assistance Findings and Questioned Costs

STATE FINANCYAL ASSISTANCE-There were no state financial assistance findings or
questioned costs noted, that are required to be reported in accordance with NJOMB Circular 04-04,
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FREDON TOWNSHIP SCHOOL DISTRICT
SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

AND QUESTIONED COSTS AS PREPARED BY MANAGEMENT
FOR THE FISCAL YEAR ENDED JUNE 30, 2014

In accordance with government auditing standards, our procedures included a review of all prior year
recommendations. There were no prior year findings.

93

K7




il

- BOARD OF EDUCATION
FREDON TOWNSHIP SCHOOL DISTRICT
COUNTY OF SUSSEX

STATE OF NEW JERSEY

REPORT OF ADMINISTRATIVE FINDINGS

FINANCIAL, COMPLIANCE AND PERFORMANCE

June 30, 2014




AUDITORS' MANAGEMENT REPORT ON ADMINISTRATIVE FINDINGS-
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ARDITO & Co.,LLP

1110 Harrison Sireet, Suite C Anthony Avdito, CFA, RMA, CMFO, PSA
Frenchiown, New Jersey 08825-1192 Douglas R. Williams, CP4, RMA, PSA
908-996-4711 Fax: 908-996-4688

e-mail: anthory{@arditoandcompany.com

REPORT OF INDEPENDENT AUDITORS

Honorable President and
Members of the Board of Education

. Fredon Township School District

County of Sussex, New Jersey

‘We have audlted in accordance with generally accepted audit standards and Govermment Anditing Standards
issued by the Comptroller General of the United States, the basic financial statements of the Board of Education of
the Fredon Township School District in the County of Sussex for the year ended June 30, 2014, and have issued our
report thereon dated October 13, 2014,

As part of our audit, we performed procedures required by the New Jersey Department of Education, and the findings
and results thereof are disclosed on the following pages, as listed in the accompanying table of contents.

This report is intended for the information of the Fredon Township School District Board of Education’s management
and the New Jersey Department of Education. However, this report is a matter of public record and its distribution is
not limited.

%M

Date: October 15, 2014 Licensed Public School Accountant No 2369
ARDITO & CO., LLP

Ardito and Co., LLP 1




ADMINISTRATIVE FINDINGS-FINANCIAL, COMPLIANCE AND PERFORMANCE

Scope of Audit

The audit covered ,i[;e financial transactions of the Board Secretary/School Business Administrator and the Treasurer
of School Moneys, the activities of the Board of Education, the records of the various funds under the auspices of
the Board of Education.

Administrative Fractices and Procedures

Insurance ~

Insurance coverage-Wwas carried in the amounts as detailed on Exhibit J-20, Insurance Schedule contained in the
district's CAFR.

Officiak Bonds
Donna Mosner Board Secretary/School Business Administrator $89,000
Diane Pittenger : Treasurer $150,000

There is Pubhc Employees' Faithful Performance Blanket Position Bond with the School Alliance Insurance Fund
covering all othet employees with coverage of $500 000,

Financial Planni'ng, Accounting and Reporting
Examination of Claims

The State purcha% order system is fully operational in that purchase orders are issued for the financial transactions
of the Board.

An examination of claims paid during the period under review did not indicate any discrepancies with respect to
signatures, cettification or supporting documentation.

Payroll Account -

The net salaries of all employees of the Board were deposited in the Payroll Account. Employees' payroll
deductions and employer's share of fringe benefits were deposited in the Payroll Agency Account,

All payrolls were approved by the Chief School Administrator and were certified by the President of the Board and
Board Secretary/School Business Administrator.

Salary withholdings were promptly remitted to the proper agencies, including health benefits withholding due to the
current fund.

The Board, at present, processes the payrofl through an approved off-site computer system.

Ardito and Co., LLP ] 2




Reserve for Encumbrances Accounts Payable

A review of outstanding issued purchase orders was made as of June 30, for goods not yet received or services not
yet rendered and it was determined that no blanket purchase orders were included in the balance of the reserves for
encumbrances. Also, unpaid purchase orders inéluded in the balance of accounts payable were reviewed for
propriety and to determine that goods were received and services were rendered, as of June 30.- ‘

Classification of Expenditures

The coding of expenditures was tested for proper classification in accordance with N.JLA.C. 6A:23-2.2(g) as part of
our test of transactions of randomly selected expenditure items. We also reviewed the coding of all expenditures
included in our compliance and single audit testing procedures. In addition to randomly selectirig a test sample, our
sample selection specifically targeted administrative coding classifications to determine overall reliability and
compliance with N.JA4.C, 64:234-2.4. As a result of the procedures performed, no transaction error rate was noted
and no additional procedures were deemed necessary to test the propriety of expenditure classification,

Board Secretary's/Treasurer's Records

The financial records, books of accounts and minutes maintained by the Secretary were in excellent condition.

The -Treasurer's records were examined and were found to be in agresment with the records of the Secretary.

Elementary and Secondagy Education Act (E.S.E.A.), Improving America's Schools Act (!5§ )a
reauthorized by the No Clnld Left Behind Act of 2001

The E.S.E.A./NCLB financial exhibits are contained within the Special Revenne Section of the CAFR. This section

of the CAFR documents the financial position pertaining to the projects under Title I and VI of the Elementary and ,

Secondary Education Act, as amended.

Other Special Federal and/or State Projects

@ kR

The district's Special Projects were approved as listed on Schedule A and Schedule B located on pages 10 and 11 of
this report.

Ouwr audit of the Federal and State funds on a test basis, indicated that obligations and expendltures were mcurred
during the fiscal year or project period for which the project was approved.

The financial exhibits contained within the Special Revenue Section of the CAFR. This section of the CAFR

documents the financial position pertaining to the aforementioned special projecs,

T.P.A.F. Reimbursement

Our audit procedures included a test of the biweekly reimbursement forms filed with the Department of Education for
district employees who are members of the Teachers Pension and Annuity Plan. No exceptions were noted.

Ardito and Co,, LLP 3
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School Purchasing Programs : -

Contracts and Agsvements Requiring Advertisement for Bids

Effective April 17, 2000, N.J.S.4. 18A:18A (Public School Contracts Law) was revised by P.L.1999,c.440 (originatly
known as Assembiy Bill No. 3519). Rules and regulations pertaining to the amended law are to be promulgated by
the Division of Local Government Services, with consultation from the Commissioner of Education.

NIS.A, 18A:1 SA:B is amended to read as follows:

a

When the cost ur price of any contract awarded by the purchasing agent in the aggregate, does not exceed in the
contract year thi: total sum of $17,500, the contract may bé awarded by a purchasing agent when so authorized by
resolution of thi-board of education without public advertising for bids and biddirig therefore, except that the
board of educainin may adopt a resolution to set a lower threshold for the receipt of public bids or the solicitation
of competitive yuotations. If the purchasing agent is qualified pursuant to subsection b. (pending before the
Legislature as section 15 of this bill) of section 9 of P.L.1971,c.198(C.40A:11-9) the board of education may
establish that the bid threshold may be up to $36,000. Such authorization may be granted for each contract or by a
general delegativn of the power to negotiate and award such contracts pursuant to this ection.

b, Commencing in the fifth year after the year in which P.L.1999,c.440 takes effect, and every five years thereafter,
the Governor, in consultation with the Department of Treasury, shall adjust the threshold amount and the higher
threshold amount which the board of education is permitted to establish as set forth in subsection a. of this section
or the threshold amount resulting from any adjustment under this subsection, in direct proportion to the rise or fall
of the index rate as that term is defined in N.J.S.18A:18A-2(pending before the Legislature as section 50 of this
bill), and shall round the adjustment to the nearest $1,000. The Governor shall notify all local school districts of
the adjustment wo later than June 1 of every fifth year. The adjustment shall- become effective on Iuly 1 of the
year in which it is made

Any contract mude pursuant to this section may be awarded for a period of 24 consecutive months, except that
contracts for professional services pursuant to paragraph (1) of subsection a. of N.J.S.18A:18A-5 may be awarded
for a period not cxceeding 12 consecutive months.

N.J.5.A.18A:18A-4 (as amended) states, "Every contract or agreement for the provision or performance of any goods
or services, the cos! of which in the aggregate exceeds the bid threshold, shall be awarded only by resolution of the
Board of Education to the lowest responsible bidder after public advertising tor bIdS and blddmg therefore, except
as is provided otherwise in this chapter or specxﬁcally by any other law

Effective July 1, 2010 and thereafier ihe bid thresholds in accordance with N.J.S.A. 18A:18A-2 and 18A:18A-3(a)
are $36,000 (with a Qualified Purchasing Agent) and $26,000 (without a Qualified Purchasing Agent), respectively.
The law regulating bidding for public school student transportation contracts under N.J.S.A. 18A:39-3 is currently
$18,300.

The Board of Education has the rosponsibility of determining whether the expenditures in any category will exceed
the statutory thresholds within the fiscal year. Where question arises as to whether any contract or agreement might
result'in violation of the statute, the Solicitor's opinion should be sought before a commitment is made.
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Within the state budgeting structure and general ledger accounting system, payments for. categories for the
performance of any work or the furnishing or hiring of any materials or supplies are not accumulated by category
type. As such, the results of such an accumulation could not reasonably be ascerfained, stbursements were
reviewed, however, to determine whether any clear-cut violations existed.

The results of our examination indicated that no individual payments, contracts or agreements were made "for the
performance of any work or the furnishing or hiring of any materials or supplies”, in oxcéess of the statutory
thresholds where there had been no advertising for bids in accordance with the provisions of N.J.S.A.8A:18A-4,

Resolutions were adopted authoriziﬁg the awarding of contracts or agreements for "Professional Services" per
NJ.S. A, 18A:18A-5.

Within the state budgeting, structure and general ledger accounting system, paymenis are not accumulated for
purchases for which the school board used contracts entered into by the State Department of Purchase and Property
pursuant to Ch, 114, P.L. 1977, therefore, the extent of such purchases could not reasonably be ascertained. Our
examination did reveal, however, that the following purchases were made through the use of State contracts:
General School Supplies/Equipment
Computer Hardware Equipment

School Food Service

The financial tg%tnsactions and statistical records of the school food services fund were reviewed. The financial
accounts, meal count records and eligibility applications were reviewed on a test check basis.

The number of meals claimed for reimbursement was compared to sales and meal count records. As part of the
claims review process the Edit Check Worksheet was completed. Reimbursement vouchers were properly computed
and filed timely. No exceptions noted.

The district utilizes a food service management company (FSMC) and is depositing and expending program monies
in accordance with N.J.S.A. 18A:17-34, and 19-1 through 19-4.1, Provisions of the FSMC contract/addendum were
reviewed and audited. The FSMC contract includes an operating results provision which guarantees that the food
service program will break even. The operating results provision has been met.

Applications for free and reduced price meals were reviewed for completeness and accuracy. The number of free and :
reduced price meals claimed as served was compared to the number of valid applications and/or to the list of directly-.
certified students on file, times the number of operating days, on a school-by-school basis, The free s and reduced price".
meal and free milk policy was reviewed for uniform administration throughout the school system. Sites approved to
participate in Provisions I and II were examined for compliance with all counting and claiming requirements. The-
required verification procedures for free and reduced price applications were completed and available for review,

Expenditures were separately recorded as food, labor and other costs. Vendor invoices were teviewed and costs
verified. Inventory records on food supply items were currently maintained and properly applied in determining the
cost of food and supplies used.

The cash disbursements records reflected expenditures for program related goods and services. The appropriate
revenue and expenditure records were maintained in order fo substantiate the non-profit status of the school food
service. Net cash resources did not exceed three months average expenditures.
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Time sheets were veviewed and labor costs verified. Payroll records were maintained on all School Food Services
employees authorized by the board of education. No exceptions were noted.

Food Distribution commodities were received and a separate inventory was maintained on a first-in, first-out basis.
No exceptions noted.

Exhibits teflecting Child Nufrition Progtam operations ate included in the section entitled Enterprise Funds, Section
G of the CAFR.

Student Body Avtivities
A cash receipts and disbursements record was maintained on the student activity checking account.
All receipts appear o be prompily deposited in the bank,

Payment authorizations, invoices and other supporting data were presented and available for audit,

Petty Cash Acccunt

A cash receipts and disbursements record was maintained on the petty cash account.

Payment authorizations, invoices and other supporting data were presented and available for audit.

Application for State School Aid

Our audit procedures included a test of the information reported in the October 15, 2013, Application for State
School Aid (A.S5.5.A.) for on-roll, private schools for the handicapped, low-income and bilingual. We also
performed a review of the district procedures related to its completion. The information on the A.S.S.A. was
compared to the district workpapers without exception. The information that was included on the workpapers was
verified without exception, The results of our procedures are presented in the Schedule of Audited Enrollments,

The District maintained workpapers on the prescribed state forms or their equivalent.

The District has adoquate procedures for the recording of student enrollment data.

Pupil Transpottation

Qur audit procedures included a test of on-roll status reported in the 2013-2014 District Report of Transported
Resident Students (DRTRS). The information that was included on the DRTRS was verified to the DRTRS
Eligibility Summary Report without exception. The results of our procedures are presented in the Schedule of
Audited Enrollments.

Our procedures also included a review of transportation related contracts and purchases. Based on our review, the
District complied with proper bidding procedures and award of contracts. No exceptions were noted in our review of
transportation related purchases of goods and services.
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Follow-up on Prior Years' Findings

In accordance with government auditing standards, our procedures included a review of all prior year
recomimendations. There were no prior year findings.

Recommendations

N/A

Acknowledgement

We received the completé cooperation of all the officials of the school disirict and we greatly appreciate the
courtesies extended to the members of the audit team.
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